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U.S.  ENVIRONMENTAL  EXPORTS  AND  H.R 

2112 


WEDNESDAY,  AUGUST  4,  1993 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 
Subcommittee  on  Economic  Policy, 

Trade  and  Environment, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  1:35  p.m.  in  room 
2172,  Raybum  House  Office  Building,  Hon.  Sam  Grejdenson  (chair- 
man of  the  subcommittee)  presiding. 

Mr.  Gejdenson.  Today  and  tomorrow,  the  subcommittee  is  hold- 
ing hearings  on  the  need  to  craft  an  effective  export  promotion 
strategy  for  the  United  States  and  to  devote  sufficient  resources  to 
promoting  U.S.  exports.  We  will  be  looking  at  two  sectors  of  the 
economy  which  are  important  to  the  country  and  to  my  home  state 
of  Connecticut:  Today,  environmental  exports,  and  tomorrow,  the 
export  of  the  products  of  defense  diversification  and  conversion. 

When  new  environmental  agreements  were  hammered  out  at  the 
Earth  Summit  last  year,  it  was  good  news  for  the  global  environ- 
ment. But  it  was  also  ^ood  news  for  American  companies  which 
produce  goods  and  services  to  prevent,  reduce,  or  clean  up  pollu- 
tion. As  countries  try  to  live  up  to  their  new  commitments,  new 
market  opportunities  will  be  created  for  environmental  firms. 

Americas  history  in  the  environmental  area  gives  us  a  strong 
and  important  position  to  make  this  an  important  market  for 
cleaning  up  pollution. 

Given  the  potential  benefit  of  increased  environmental  exports  to 
American  companies  and  American  workers,  we  must  help  turn 
these  new  market  opportunities  into  actual  exports.  We  need  to 
focus  our  export  promotion  resources  on  the  U.S.  environmental  in- 
dustry for  three  reasons. 

First,  the  United  States  has  a  $4  billion  trade  surplus  in  the  en- 
vironmental sector  in  1990.  We  have  watched  U.S.  firms  lose  their 
competitive  edge  to  overseas  competitors  in  too  many  critical  sec- 
tors, and  AmericEui  workers  paid  the  price.  The  U.S.  environmental 
industry  must  not  be  allowed  to  lose  its  competitive  position. 

Second,  environmental  exports  not  only  help  American  firms  and 
American  workers,  but  also  help  to  protect  the  global  environment. 
U.S.  firms  manufacture  technology  which  lower  greenhouse  gas 
emissions,  reduce  water  and  air  pollution,  and  provide  for  safe  dis- 
posal of  waste.  We  all  benefit  by  the  diffiision  of  this  technology  to 
other  nations. 
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Third,  the  international  market  for  environmental  goods  and 
services  is  erowing  rapidly.  The  global  environmental  market  cur- 
rently stands  at  $270  billion  annually,  of  which  $155  billion  is  out- 
side of  the  United  States,  and  is  expected  to  reach  $400  billion  by 
the  end  of  the  century.  If  U.S.  firms  manage  to  capture  20  percent 
of  the  growth  anticipated  in  the  overseas  environmental  market,  eui 
estimated  300,000  new  American  jobs  will  be  created  over  the  next 
7  years. 

As  we  have  seen  in  other  industries,  when  we  lose  in  the  inter- 
national marketplace,  we  shortly  thereafter  start  losing  here  at 
home  to  foreign  competitors. 

We  must  ensure  that  U.S.  environmental  firms  are  in  a  good  po- 
sition to  fight  their  European  and  Japanese  competitors  for  this 
growth  market. 

Despite  the  importance  of  the  environmental  sector,  the  United 
States  has  clearly  not  allocated  enough  resources  to  promoting  en- 
vironmental exports.  A  comparison  of  export  promotion  spending 
for  manufactured  products  is  a  good  indicator.  The  United  States 
spent  $231  million  in  1990  to  promote  manufactured  exports,  while 
FrEuice  spent  $417  million,  Italy  spent  $309  million,  and  the  U.K 
spent  $298  million.  If  the  United  States  is  serious  about  helping 
U.S.  environmental  firms  win  overseas  markets,  these  figures  must 
change. 

Aside  from  the  spending  issue,  U.S.  export  promotion  programs 
need  to  be  fine-tuned  and  better  coordinated  to  ensure  that  U.S. 
environmental  firms  get  the  help  they  need.  President  Clinton  has 
fortunately  called  for  the  development  of  an  environmental  export 
promotion  strategy  to  solve  this  problem,  as  have  our  two  col- 
leagues with  us  today.  Congressman  Studds  and  Congresswoman 
Furse. 

In  developing  this  strategy,  the  administration  must  consult 
closely  with  environmental  companies  to  ensure  that  the  strategy 
meets  their  needs.  The  agencies  involved  in  crafting  the  strategy 
especially  EXIM,  OPIC,  TDA  and  the  Commerce  Department,  also 
need  to  reach  out  to  small-  and  medium-sized  environmental  ex- 
porters and  encourage  them  to  take  advantage  of  existing  pro- 
grams. 

It  is  critically  important  that  these  steps  be  taken.  In  my  home 
State  of  Connecticut,  there  are  over  500  environmental  firms,  all 
of  whom  should  be  selling  their  products  and  services  overseas.  In- 
creasing environmental  exports  from  Connecticut  would  be  a  great 
boost  to  the  local  economy,  and  position  the  State  to  be  a  major 
player  in  the  international  environmental  marketplace  in  the  21st 
century. 

I  would  like  to  commend  Representative  Gerry  Studds,  Chairman 
of  the  Merchant  Marine  and  Fisheries  Committee,  and  Representa- 
tive Elizabeth  Furse  for  focusing  attention  on  this  important  sub- 
ject, and  I  look  forward  to  their  testimony  today. 

I  would  also  like  to  thank  today's  other  witnesses  for  their  flexi- 
bility in  arranging  today's  hearing  and  for  testifying  today. 

Mr.  Roth,  do  you  have  an  opening  statement? 

Mr.  Roth.  Thank  you  very  much,  Mr.  Chairman.  I  will  be  brief. 
We  do  have  some  very  important  witnesses  today. 


Let  me  join  in  welcoming  our  witnesses.  OPIC,  Eximbank,  TDA 
are  all  key  elements  of  our  country's  effort  to  expand  our  exports. 
We  are  fortunate  that  all  three  have  been  well-managed  and  are 
on  a  sound  financial  footing. 

I  am  sure  each  of  you  will  do  your  utmost  to  meet  the  high 
standards  set  by  your  predecessors.  Last  year,  we  took  the  lead  in 
authorizing  the  Trade  Promotion  Coordinating  Committee,  the 
TPCC,  and  putting  the  Commerce  Department  in  charge.  In  the 
coming  months,  we  will  review  the  implementation  of  that  legisla- 
tion. 

That  brings  me  to  what  I  see  as  the  central  question  in  this  hear- 
ing: that  is  we  are  looking  at  how  to  increase  our  exports  of  U.S. 
environmental  technology,  an  area  where  America  has  been  in  the 
forefront;  but  to  be  successful  in  this  effort,  we  must  have  a  coordi- 
nated approach.  We  cannot  have  Federal  agencies  all  going  off  in 
their  own  directions.  We  need  congruent  Federal  action. 

That  is  my  concern  in  this  area.  I  think  our  private  sector  wit- 
nesses today  will  confirm  that  there  is  a  problem.  So  I  ask  all  the 
witnesses  today  to  focus  on  this  issue:  how  do  we  ensure  that  ex- 
port promotion  of  environmental  technology  is  coordinated  and 
truly  helpful  to  our  exports? 

Thank  you,  Mr.  Chairman. 

Mr.  Gejdenson.  Thank  you.  Mr.  Studds. 

STATEMENT  OF  THE  HON.  GERRY  E.  STUDDS,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  MASSACHUSETTS 

Mr.  Studds.  It  is  a  pleasure  to  be  back  after  an  absence  of  3 
years  on  this  committee.  I  would  like  to  compliment  you  on  the 
decor,  I  would  also  like  a  copy  of  the  stretching  exercises  done  by 
Mr.  Fascell  in  the  last  term. 

You  and  Mr.  Roth  said  it  all  in  your  opening  statements.  I  want 
to  begin  by  thanking  you  for  adding  to  your  agenda  the  bill  Mrs. 
Furse  and  I  introduced  this  summer,  which  has  been  reported  by 
the  Merchant  Marine  and  Fisheries  Committee.  This  is  an  enor- 
mous opportunity  for  the  United  States. 

It  will  not  hang  around  indefinitely.  If  we  do  not  take  advantage 
of  it,  the  proper  balance,  you  know,  those  of  our  competitive  world 
will  do  so,  most  particularly  Germany  and  Japan.  This  is  an  oppor- 
tunity to  do  good  and  prosper  at  the  same  time.  Something  our  Pu- 
ritan forebears  would  have  taken  delight  in.  We  are  not  wed  to  the 
details  of  our  bill,  but  I  think  we  have  it  right  in  general.  I  wel- 
come you  taking  a  look  at  it  from  your  perspective.  The  key  is  to 
establish  a  public-private  partnership. 

Without  participation  of  the  private  sector,  this  ain't  going  to 
work.  We  have  some  mutual  friends,  as  you  know,  in  New  England 
who  took  the  initiative  in  forming  the  Environmental  Business 
Council  of  New  England  who  attended  the  Earth  Summit  in  Rio 
and  found — to  their  horror — they  were  virtually  alone  there  as 
members  of  the  U.S.  business  community;  and  Japan,  Grermany 
and  others  were  way  ahead  already,  cooperating  between  public 
and  private  agencies  trying  to  get  a  piece  of  this  extraordinary  na- 
tional market.  This  is  an  opportunity  measured  in  the  hundreds  of 
billions  of  dollars  in  terms  of  the  international  market. 


Of  course,  it  was  really  our  environmental  laws,  our  environ- 
mental leadership  which  helped  create  that  market  in  manv  ex- 
traordinary ways.  If  we  do  not  take  advantage  of  this,  we  will  find 
ourselves  outfoxed  and  outrun  and  outraced  and  outside  looking  in 
in  a  world  market  which  we  ourselves  were  preeminent  in  creating. 
It  will  be  a  sad  and  ironic  thing  indeed. 

Let  me  say  to  you,  I  will  spare  you  the  length  of  my  testimony. 
I  know  you  have  a  long  and  important  list  of  witnesses.  I  was  as- 
tonished at  our  hearings  in  our  committee  at  the  unanimity  and 
enthusiasm  of  support  by  private  enterprise  from  large  to  small. 
We  had  everjrthing  from  small  entrepreneurs  to  a  major  corpora- 
tion such  as  Raytheon  testifying  with  great  enthusiasm  as  to  the 
necessity  and  desirability  of  this  legislation.  There  is  an  oppor- 
timity,  as  I  say,  to  do  good  things  and  to  profit  at  the  same  time. 

That  doesn't  come  along  very  often  these  days. 

So  I  thank  you  for  your  consideration  of  our  approach  to  this 
problem  and  we  look  forward  with  great  interest  in  seeing  what 
conclusions  you  come  to  in  your  own  deliberations. 

Mr.  Gejdenson.  Thank  you.  Congress  woman  Furse. 

STATEMENT  OF  THE  HON.  ELIZABETH  FURSE,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  OREGON 

Ms.  FuRSE.  Thank  you,  Mr.  Chairman,  for  allowing  me  to  testify 
here  today.  It  is  a  great  honor  to  speak  for  an  industry  that  is  so 
valuable  and  particularly  for  our  economic  and  environmental  fu- 
ture. As  you  may  know,  in  Oregon  we  feel  we  are  preeminent  in 
this  field.  We  have  over  400  small  entrepreneurial  businesses  in- 
volved in  the  environmental  technology  field. 

Now  as  you  know,  Mr.  Chairman,  while  the  United  States  has 
developed  some  of  the  toughest  environmental  laws  in  the  world 
and  has  developed  also  some  of  the  best  environmental  technolofflr 
in  the  world,  we  have  not  made  this  concerted  effort  that  I  think 
is  needed  to  market  and  make  available  that  technology  inter- 
nationally. This  industry  has  grown  so  rapidly  that  it  is  now  pre- 
dicted it  will  reach  $500  billion  a  year  by  the  year  2000  and  we 
need  to  go  forward;  and  unfortimately,  we  have  not  been  able  to 
do  that  up  to  now. 

As  you  also  know,  the  102nd  Congress  had  the  foresight  to  see 
the  economic  and  environmental  advantage  of  expanding  markets 
by  passing  the  Export  Enhancement  Act.  These  efforts  are  laud- 
able, but  I  think  that  the  player  that  needs  to  be  brought  in  is  the 
private  sector  to  a  greater  degree.  So  much  has  occurred  in  small 
entrepreneurial  businesses;  ways  to  reduce,  recycle  or  remediate 
air,  water,  land  pollution;  those  issues. 

While  these  small  entrepreneurial  businesses  and  larger  ones 
have  great  vision  and  integprity,  unfortimately,  they  sometimes  lack 
the  expertise  in  exporting  overseas  their  goods  and  services.  It  is 
for  this  reason  that  I  hope  that  the  subcommittee  will  consider 
H.R.  2112,  which  I  have  the  great  honor  of  being  a  cosponsor  of 
along  with  Chairman  Studds  of  the  Merchant  Marine  Committee. 

This  bill  is  aimed  principally  at  enhancing  the  private  industry 
involvement  and  assisting  them  to  reach  out  into  global  markets. 
It  is  a  really  win-win  legislation  because  it  allows  us  both  to  de- 
velop and  also  export  this  expertise. 


I  have  heard  concerns  that  it  may  dupHcate  efforts;  and  I  think 
that  that  is  important  in  this  day  of  tight  budgets  to  make  sure  we 
do  not  dupHcate  efforts;  but  the  bill  sets  up  a  council  and  has  some 
different  parts.  Essentially,  the  private  sector  is  helped  in  a  na- 
tional strategy  to  export  their  products.  Over  the  last  10  years,  we 
have  seen  a  dramatic  rise  in  the  number  of  public  and  private  part- 
nerships in  virtually  every  industrial  area;  and  the  environmental 
technology  area  is  a  leader. 

You  have  my  firm  commitment  I  will  work  with  the  committee 
to  ensure  we  do  not  duplicate  efforts  under  the  Export  Enhance- 
ment Act.  The  Environmental  Trade  Development  Act  endeavors  to 
coordinate  policies  and  programs  and  bring  all  the  private  and  pub- 
lic parties  together. 

It  creates  regional  environmental  technology  centers  which  will 
serve  as  sort  of  one-stop  shopping  centers  for  new  businesses  in 
how  to  reach  out  and  do  that  export  marketing.  It  promotes — pro- 
duces a  council  that  will  be  sunseted  in  5  years. 

I  am  also  a  member,  as  you  know,  Mr.  Chairman,  of  the  Armed 
Services  Committee;  and  we  are  working  on  there  to  allow  regional 
centers  to  do  this  technology  reinvestment,  technology  project  and 
compete  for  the  funding  under  that  project. 

I  think  the  environmental  technology  industry  is  a  great  industry 
for  those  grants. 

We  do  need  to  pool  our  resources  and  work  together.  I  hope  that 
I  can  work  with  you,  Mr.  Chairman,  to  see  that  the  environmental 
technology  industry  can  work  with  your  committee  to  develop  these 
centers. 

I  urge  that  you  support  the  National  Environmental  Trade  De- 
velopment Act  of  1993  and  I  would  look  forward  to  working  closely 
with  you. 

I  see  the  bell  has  just  gone  off. 

Thank  you,  Mr.  Chairman.  Thank  you  for  allowing  me  to  testify. 

Mr.  Gejdenson.  Thank  you.  I  would  like  to  thank  both  of  you 
and  say  when  the  environment  came  up  as  an  issue  in  this  country, 
for  the  longest  period  of  time,  most  people  looked  at  it  as  an  eco- 
nomic loser,  that  it  would  cost  us  money.  I  think  very  rapidly  we 
found  out  the  cost  of  replacing  dirty  water  with  clean  water  for 
people  to  drink  was  very  expensive  and  there  was  a  savings  in  pro- 
tecting the  environment.  I  think  we  see  it  as  an  economic  oppor- 
tunity from  a  manufacturing  perspective  for  a  country  that  has  led 
the  effort  in  many  areas.  I  think  your  bill  goes  a  long  way  to  help 
us. 

Any  questions  or  comments  by  my  colleagues? 

Mr.  Roth.  Just  a  quick  question. 

Last  year,  I  remember  our  President  was  severely  criticized  for 
our  stance  in  Rio.  But  here  we  are,  a  year  later,  and  what  have 
all  these  countries  done?  As  I  see  it,  almost  nothing. 

In  fact,  I  think  the  only  other  country  that  has  done  anything  is 
Germany,  actually,  to  implement  the  treaty.  The  lesson  seems  to 
be  that  the  United  States,  while  we  may  not,  you  know,  be  shout- 
ing from  the  rooftops,  are  carrying  through  what  we  do  and  these 
other  countries  that  shout  from  the  rooftops  don't  do  anything.  Is 
that  accurate? 


Mr.  Studds.  I  would  never  rise  to  any  partisan  bait,  Mr,  Roth, 
as  you  know. 

Mr.  Roth.  I  realize  that. 

Mr.  Studds.  Let  me  say  with  regard  to  the  specific  component 
we  seek  to  address  in  this  legislation,  it  is  the  other  countries  that 
have  been  doing  things  and  not  us.  They  are  way  ahead  of  us.  They 
are  capturing  the  market  for  their  own  industries. 

I  think  that  is  a  wonderful  nonpartisan  approach,  don't  you? 

Mr.  Gejdenson.  The  gentleman  from  Maryland. 

Mr.  Roth.  The  chairman  just  told  me  I  can't  ask  any  more  ques- 
tions. 

Mr.  Studds,  That  is  my  kind  of  chairman. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman. 

I  have  two  questions.  One  kind  of  starts  at  the  beginning  of  the 
process.  I  was  concerned  as  to  whether  you  felt  there  were  ade- 
quate incentives  for  the  development  of  environmental  technology. 
I  know  this  legislation  assumes  we  have  existing  technologies  that 
are  not  being  adequately  exported.  I  am  also  concerned  about 
whether  we  are  developing  new  technologies  to  enable  us  to  be 
competitive.  Do  we  have  incentives  to  accomplish  that? 

Mr.  Studds.  I  will  say  to  my  colleague,  tne  incentive  lies  in  the 
vast  magnitude  of  the  market  lurking  out  there.  I  think  it  is  impor- 
tant to  remember  with  all  the  problems  we  still  have  to  address — 
we  are  not  by  any  stretch  of  the  imagination  fully  in  compliance 
with  our  own  statutes  as  you  know — most  of  the  rest  of  the  world 
is  way  behind  us.  Most  particularly,  obviously,  are  the  countries  in 
the  former  Soviet  Union  and  much  of  the  Third  World.  It  is  not  up 
to  the  most  elementary  stages  of  compliance. 

We  are  the  leaders  in  many  respects  in  developing  the  technology 
to  deal  with  cleaning  the  air,  cleaning  the  water,  applying  things. 
It  is  also  a  classic  case  for  economic  conversion. 

Raytheon,  for  example,  is  now  using  technology  developed  for 
space  satellites,  intelligence  satellites  to  map  the  Amazon.  It  is  just 
a  remarkable  capacity  once  we  start  looking  at  this.  I  don't  think 
we  need  more  incentives  in  view  of  the  fact  there  is  a  market  esti- 
mated at  half-a-trillion  dollars  out  there  waiting  for  us. 

Mr.  Wynn.  Does  your  approach  provide  for  coordination  with 
local  and  State  efforts?  I  know  a  lot  of  the  States  have  export  mar- 
keting programs  and  it  would  seem  to  be  important  to  coordinate 
with  those  efforts  so  there  is  no  duplication. 

Ms.  FuRSE.  Yes.  I  think  that  the  fact  that  this  legislation  sets  up 
these  councils,  these  centers,  that  enables  States  and  local  commu- 
nities to  work  with  the  private  industry.  I  know  in  my  State,  we 
have  a  very  active  economic  development.  State  economic  develop- 
ment, which  does  have  some  export  expertise. 

Yes,  they  would  work  very  closely  together. 

Mr.  Wynn.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Gejdenson.  Any  other  questions? 

If  not,  we  thank  our  colleagues  for  their  testimony.  We  apologize 
to  the  next  two  panels.  Part  of  the  ritual  around  here,  as  some  of 
you  know  who  testified  at  various  hearings,  we  go  off  and  vote.  We 
will  be  back  shortly.  The  committee  will  stand  in  recess. 

[Recess.] 


Mr.  Gejdenson.  We  are  privileged  to  have  with  us  as  our  second 
panel  the  Honorable  Kenneth  D.  Brody,  President  and  Chairman 
of  the  Export-Import  Bank  of  the  United  States;  the  Honorable 
Ruth  Harkin,  President  and  Chief  Executive  Officer  of  the  Over- 
seas Private  Investment  Corporation;  Ms.  Nancy  Frame,  Acting  Di- 
rector of  the  U.S.  Trade  and  Development  Agency;  and  Mr.  Jona- 
than Sallet,  Director  of  the  Office  of  Policy  and  Strategic  Planning, 
U.S.  Department  of  Commerce. 

We  are  grateful  for  your  presence  here  today. 

Proceed  as  you  are  comfortable.  Again,  we  are  happy  to  have  you 
with  us.  We  will  interrogate  you,  the  four  of  you,  at  the  end  of  your 
making  your  statements. 

STATEMENT  OF  HON.  KENNETH  D.  BRODY,  PRESIDENT  AND 
CHAIRMAN  OF  THE  EXPORT-IMPORT  BANK  OF  THE  UNITED 
STATES 

Mr.  Brody.  Thank  you,  Mr.  Chairman.  As  my  testimony  is  put 
into  the  record,  I  shall  not  repeat  it;  and  make  a  few  other  observa- 
tions and  then  be  prepared  to  answer  any  questions  you  would  care 
to  throw  my  wav. 

I  would  say  tnis  whole  topic  is  a  complex  and  difficult  one  to  get 
one's  arms  around  on  the  one  hand.  On  the  other  hand,  it  is  very 
important  and  also  very  clear  that  we  can  have  a  significant  im- 
pact. I  am  personally  committed  to  having  us  have  a  significant  im- 
pact. 

There  are  lots  of  balls  in  the  air  right  now  which  have  an  impact 
on  environmental  technology  products  and  the  exporting  of  them. 
We  have  TPCC  going;  we  have  subgroups  focusing  on  how  to  pro- 
mote more  exports  of  environmental  protection  products;  we  are 
making  some  significant  changes  at  Exim  which  will  impact  di- 
rectly how  we  service  environmental  products  companies;  and  there 
are  a  number  of  options  under  consideration. 

My  understanding  is  that  you  are  a  significant  driver  of  the 
TPCC  legislation.  It  is  my  view  that  the  TPCC  has  a  potential  to 
make  an  enormous  difference  on  this  very  topic  in  some  general 
ways;  because  if  the  TPCC  is  successful,  it  will  set  itself  up  in  a 
way  the  government  has  not  been  set  up  before,  to  assist  the  pri- 
vate sector  in  the  promotion  and  funding  of  exports  in  general  that 
will  go  right  to  environmental  products  companies. 

This  includes  things  such  as  setting  up  the  one-stop  shops;  hav- 
ing the  Small  Business  Administration  play  a  key  role  in  helping 
the  new  exporter.  As  we  have  a  lot  of  small  companies  in  the  envi- 
ronmental industry,  they  will  have  a  more  focused  operation  to 
deal  with. 

And  we  are  trying  to  get  to  the  table  a  decision  within  the  ad- 
ministration on  the  issue  of  tied  aid  which  can  have  great  impor- 
tance to  projects,  many  of  which  include  environmental  technology 
products.  Specifically  the  environmental  products  subgroup  of  tne 
TPCC  is  coming  up  with  a  specific  strategy  for  increasing  exports 
of  environmental  goods  and  services.  I  would  expect  Commerce  to 
comment  on  that. 

Exim  is  doing  a  number  of  specific  things,  but  perhaps  the  things 
we  are  doing  in  general  will  have  more  of  an  impact.  With  small 
and  medium-sized  business,  we  are  about  to  change  the  focus  of 
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our  program  from  being  a  retailer  to  being  a  wholesaler;  that  is, 
going  through  agents,  primarily  financial  institutions  which  will 
greatly  expand  our  reach  by  providing  preexport  working  capital  to 
the  small  and  medium  sized  business.  That  would  affect  availabil- 
ity of  capital  to  a  number  of  environmental  technology  companies. 
We  are  redesigning  the  whole  program  so  that  it  is  very  user 
friendly,  and  will  be  used  more  by  financial  institutions  than  it  has 
been  in  the  past. 

Second,  we  are  reexamining  how  our  positions  on  Project  Finance 
were  not  positioned  for  the  future.  The  future  in  Project  Finance 
will  be  very  important  for  the  United  States  getting  more  than  its 
fair  share  of  projects  which  would  be  major  users  of  environmental 
technology  products. 

And  we  will  have,  I  think,  a  pretty  new  face  to  put  on  our  role 
there  in  a  relatively  short  period  of  time. 

Specifically,  we  are  spending  a  good  bit  of  time  on  interagency 
groups.  There  are  a  whole  slew  of  them.  You  know  them.  I  will  not 
go  through  the  list. 

We  have  been  spending  time  with  outreach  doing  conferences 
and  trade  shows  from  Hungary  to  China,  from  Cleveland  to  East 
Hartford.  We  are  having  consultations  with  the  private  sector.  We 
will  step  up  those  consultations  because  I  think  we  could  use  some 
more  guidance  from  the  private  sector  as  to  how  we  can  exactly 
help  tnem;  and  over  the  next  few  months,  that  will  be  stepped  up 
at  Exim.  We  are  considering  a  number  of  specific  options  for  envi- 
ronmental products  companies  to  favor  them  just  a  little  bit  more 
than  the  rest  of  the  world. 

These  include  specific  marketing  to  make  awareness  a  lot  higher 
among  environmental  products  companies,  particularly  the  small 
and  medium-sized  ones;  setting  up  perhaps  a  green  credit  guaran- 
tee facility;  setting  up  15  percent  local  cost;  and  there  are  a  num- 
ber of  other  specific  technical  options  that  are  underway,  specifi- 
cally for  the  environmental  products-type  companies. 

After  the  rest  of  the  speakers  have  spoken,  I  will  be  glad  to  an- 
swer questions. 

[The  prepared  statement  of  Mr.  Brodv  appears  in  the  appendix.] 

Mr.  Gejdenson.  Thank  you  very  much. 

The  next  witness  is  Ruth  Harkin,  President,  Chief  Executive  Of- 
ficer of  OPIC. 

STATEMENT  OF  HON.  RUTH  HARKIN,  PRESmENT  AND  CHIEF 
EXECUTIVE  OFFICER,  OVERSEAS  PRIVATE  INVESTMENT 
CORPORATION 

Ms.  Harkin.  Thank  you  very  much  for  inviting  me  to  testify  be- 
fore you  today.  I  would  like  to  make  a  few  brief  remarks  and  then, 
as  you  suggest,  have  my  entire  statement  submitted  for  the  record. 

This  is  the  first  time  I  am  appearing  before  any  congressional 
committee  or  subcommittee  as  president  of  the  Overseas  Private 
Investment  Corporation.  For  that  reason,  I  am  particularly  pleased 
that  it  is  before  this  subcommittee  and  especially  on  the  important 
subject  of  increasing  U.S.  environmental  exports. 

I  want  to  thank  you,  Mr.  Chairman,  and  Mr.  Roth,  for  your 
strong  past  support  of  OPIC.  Your  work  in  this  year's  Foreign  As- 
sistance Authorization  bill  will  give  OPIC  the  ability  to  adequately 


support  U.S.  private  investment  projects  in  the  Newly  Independent 
States  of  the  former  Soviet  Union. 

Protection  of  the  environment  is  a  top  priority  for  both  OPIC  and 
this  administration.  To  reflect  this,  I  have  established  a  three-point 
program  for  OPIC  on  the  environment  within  our  agency. 

First,  OPIC  must  more  aggressively  identify  and  seek  environ- 
mental business.  This  means  more  missions,  more  outreach  and 
better  targeting  of  our  resources. 

Second,  we  intend  to  boost  investments  of  environmental  projects 
through  the  Environmental  Growth  Fund. 

Third,  we  intend  to  do  a  better  job  in  screening  and  monitoring 
foreign  environmental  problems. 

In  undertaking  this  program,  we  want  to  build  on  and  expand  on 
the  substantive  environmental  criteria  this  subcommittee  intro- 
duced into  OPIC's  authorization  in  1985. 

Let  me  describe  this  three-point  program  in  a  little  bit  more  de- 
tail. 

The  first  part  of  our  environmental  focus  is  to  aggressively  iden- 
tify new  investment  opportunities  for  U.S.  environmental  compa- 
nies in  the  emerging  markets  of  the  developing  world,  Eastern  Eu- 
rope and  the  former  Soviet  Union.  To  do  this  we  are  carefully 
targeting  markets  looking  for  countries  where  U.S.  "envirotech" 
companies  have  a  competitive  advantage  based  on  their  technology 
and  where  OPIC  can  make  a  difference. 

To  maximize  our  resources  and  avoid  duplication,  we  are  working 
closely  with  other  government  agencies.  For  instance,  with  support 
from  AID,  OPIC  is  planning  an  environmental  mission  to  the  key 
Latin  American  markets  of  Chile,  Argentina  and  southern  Brazil 
scheduled  for  late  fall.  This  mission  will  permit  OPIC  to  promote 
new  environmental  investment  opportunities  in  a  growing  market. 

Also,  OPIC  is  an  active  member  of  the  Trade  Promotion  Coordi- 
nating Committee  and,  like  Mr.  Brody,  we  have  very  high  hopes  for 
that  group.  We  are  very  happy  to  be  a  part  of  it. 

OPIC  is  developing  markets  for  U.S.  environmental  technology  in 
Asia  with  the  U.S.  Asian  Environmental  Partnership.  And  with  the 
Commerce  Department  and  the  Trade  and  Development  Agency, 
OPIC  participated  in  environmental  business  missions  to  the  Czech 
and  Slovak  Republics,  Hungary,  Indonesia  and  Malaysia. 

We  are  supporting  State  export  programs  as  well.  For  example, 
we  are  working  with  the  California  Energy  Commission  to  develop 
joint  venture  opportunities  in  the  environmental  and  renewable  en- 
ergy sectors  in  India.  India  has  recently  liberalized  its  economy  and 
opened  its  power  sector  to  foreign  direct  investment. 

The  second  part  of  our  three-part  plan  is  to  increase  U.S.  busi- 
ness environmental  projects  through  the  OPIC-sponsored  Environ- 
mental Investment  Fund.  As  you  may  recall,  Mr.  Chairman,  a  few 
years  ago  OPIC  developed  a  proposal  for  an  Environmental  Invest- 
ment Fund  that  would  provide  a  source  of  private  equity  capital  for 
investments  in  environmentally  beneficial  projects  worldwide. 

Indeed,  in  July  1990,  OPIC's  Board  of  Directors  approved  the 
fund;  but  the  placement  agency  at  that  time  was  unable  to  raise 
the  necessary  capital  largely  because  of  the  economic  conditions 
here.  So  the  fund  remained  nothing  more  than  a  good  idea. 
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When  I  arrived  at  OPIC,  I  directed  the  staff  to  make  every  pos- 
sible effort  to  capitalize  the  Environmental  Investment  Fund  as 
soon  as  possible.  I  am  pleased  to  report  that  OPIC  is  currently 
working  with  a  new  manager  and,  hopefully,  the  fund  should  enter 
the  capital  markets  this  year. 

The  third  part  of  our  environmental  program  is  to  do  an  even 
better  job  of  screening  and  monitoring  projects  to  make  sure  they 
meet  our  environmental  standards.  As  you  know,  OPIC's  standards 
require  that  our  projects  do  not  adversely  affect  the  environment, 
worker  safety  or  public  health.  If  a  project  does  not  meet  the  appli- 
cable environmental  criteria,  finance  and  insurance  will  be  denied 
unless  steps  can  be  taken  to  mitigate  against  the  adverse  effects. 

I  have  ordered  a  review  of  our  environmental  monitoring  and  ex- 
pect to  take  steps  to  strengthen  the  review  where  it  might  be  ap- 
propriate. Some  of  the  environmental  issues  that  we  take  into  con- 
sideration when  we  are  going  through  our  review  process  are,  of 
course,  the  industrial-related  issues  regarding  hazardous  and  toxic 
materials,  air  pollution,  water  pollution,  solid  waste,  pesticides.  We 
also  look  at  the  natural  resource  issues,  what  are  we  close  to  in  our 
project  in  terms  of  tropical  forests,  endangered  species,  wild  lands, 
parks,  et  cetera.  Then,  of  course,  third,  occupational  health  ana 
safety  for  the  workers,  exposure  to  hazardous  chemicals,  safe  work 
practices,  emergency  response,  and  worker  training. 

Those  are  some  of  the  things  that  we  take  into  consideration.  In 
evaluating  the  environmental  acceptability  of  a  project,  OPIC  uses 
the  more  stringent  standards  of  World  Bank  or  of  a  host  country. 
In  cases  where  the  World  Bank  guidelines  are  nonexistent,  or  are 
inadequate  in  the  sense  they  are  outdated,  OPIC  uses  U.S.-EPA 
standards. 

But  in  improving  this  system  even  more,  and  I  think  it  is  pretty 
good  at  the  present  time,  I  want  to  build  on  OPIC's  excellent  envi- 
ronmental record.  From  fiscal  year  1989  through  fiscal  year  1992, 
OPIC  conducted  environmental  assessments  for  274  projects  and 
the  corporation  formally  declined  assistance  to  11  of  these  projects 
exclusively  on  environmental  grounds.  OPIC  also  informally  dis- 
couraged many  other  environmentally  questionable  projects  at  the 
preapplication  stage  based  on  the  sensitivity  and  awareness  of  our 
staff  to  environmental  criteria. 

As  the  world  becomes  more  sensitized  to  environmental  concerns, 
markets  for  the  U.S.  environmental  industry  are  growing.  Cur- 
rently industrialized  countries  comprise  the  largest  market  for  en- 
vironmental technologies.  While  that  will  continue,  markets  of  the 
developing  world  and  the  countries  in  transition  to  market  econo- 
mies will  grow  at  an  even  faster  rate. 

The  Organization  for  Economic  Cooperation  and  Development  es- 
timates that  global  production  of  pollution  abatement  and  environ- 
mental production  goods  and  services  at  $200  billion  growing  to  a 
$300  billion  market  by  the  turn  of  the  century.  An  industry  analyst 
estimates  that  more  than  300,000  new  jobs  could  be  created  in  the 
United  States  through  enhanced  exports  of  environmental  tech- 
nology. Obviously,  this  is  one  of  the  fastest  growing  U.S.  industries 
over  the  next  20  years. 

Other  nations  recognize  this  trend,  as  has  been  mentioned  ear- 
lier, and  are  providing  technical  and  financial  support  for  their  en- 
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vironmental  industries.  To  compete  overseas,  U.S.  companies  need 
an  overseas  presence.  As  trade  experts  have  confirmed,  exports  can 
be  the  income  for  sales  in  foreign  markets. 

The  subcommittee  also  requested  that  I  address  other  specific  is- 
sues in  my  testimony.  One  of  these  is  how  does  OPIC  contribute 
to  the  promotion  of  U.S.  environmental  technology. 

OPIC  contributes  both  directly  and  indirectly  to  the  export  of 
U.S.  environmental  technology.  During  the  past  several  years, 
OPIC  has  assisted,  with  political  risk  insurance  or  financing,  ap- 
proximately 50  projects  involving  the  export  of  U.S.  environmental 
goods  and  services.  These  total  $618  million  in  U.S.  exports,  gener- 
ating over  2,300  U.S.  jobs. 

Here  are  two  examples.  OPIC  is  assisting  a  project  by  the  Envi- 
ronmental Systems  Corporation  of  Knoxville,  Tennessee,  to  provide 
environmental  engineering  services,  monitoring  and  equipment  to 
industries  located  in  Slovakia,  the  Czech  Republic,  Poland,  Hun- 
gary, and  Ukraine.  Using  U.S.  technology.  Environmental  Systems 
will  monitor  air  and  water  quality  and  stack  emissions  and  provide 
engineering  services  for  pollution  control. 

Over  the  first  5  years  of  operation,  this  effort  should  generate  $3 
million  in  U.S.  exports. 

Then  we  also  have  Harbert  International  in  which  OPIC  and 
AID  are  working  together  to  support  a  sewage  construction  project 
in  Egypt.  That  is  mentioned  in  more  detail  in  my  testimony. 

Let  me  also  give  you  an  example  of  how  an  OPIC  sponsored 
nonenvironmental  project  creates  jobs  and  growth  here  at  home.  In 
Venezuela,  OPIC  insured  a  portion  of  GTE's  equity  investment  in 
Ven  World  Telecom  CA  to  help  privatize,  expand,  and  modernize 
the  Venezuela  telephone  system.  In  addition  to  upgrading  the  coun- 
try's telecommunications  infrastructure,  the  project  will  create  new 
joDS  within  the  Venezuela  economy.  But  more  importantly,  jobs  will 
be  created  here  at  home.  The  company  projects  $740  million  in  ex- 
ports supporting  over  2,800  American  jobs. 

Overall,  in  fiscal  year  1992,  OPIC  efforts  generated  $3.1  billion 
in  exports  supporting  over  11,780  American  jobs. 

OPIC  requires  U.S.  companies  operating  in  developing  countries 
and  emerging  economies  to  apply  international  standards  of  envi- 
ronmental management.  To  meet  these  requirements,  it  is  often 
most  cost-effective  for  companies  to  use  the  same  U.S.  technology 
they  use  in  their  own  domestic  operations.  OPIC  also  creates  op- 
portunities for  U.S.  environmental  equipment  suppliers,  as  well  as 
consulting  firms  in  countries  where  host  government  regulation 
has  traditionally  been  weak  or  even  nonexistent. 

In  conclusion,  Mr.  Chairman,  OPIC  is  committed  to  increasing 
exports  of  environmental  technology  and  improvement  over  the 
global  environment.  We  plan  to  do  more  by  finding  more  business 
opportunities,  by  providing  the  tools  to  make  the  opportunities  hap- 
pen and  also  by  closely  reviewing  and  monitoring  our  projects. 

I  look  forward  to  working  in  the  future  with  you,  Mr.  Chairman, 
Mr.  Roth,  and  other  members  of  the  subcommittee  and  staff  on  this 
and  other  matters  of  important  deep  mutual  interest.  I  will  be 
happy  to  answer  questions  later. 

rrhe  prepared  statement  of  Ms.  Harkin  appears  in  the  appendix.] 
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Mr.  Gejdenson.  Nancy  Frame,  Acting  Director,  U.S.  Trade  and 
Development  Agency. 

STATEMENT  OF  NANCY  FRAME,  ACTE^G  DIRECTOR,  U.S. 
TRADE  AND  DEVELOPMENT  AGENCY 

Ms.  Frame.  Thank  you,  Mr.  Chairman,  Mr.  Roth,  other  members 
of  the  subcommittee.  I,  too,  am  very  pleased  to  be  here  and  to  have 
this  opportunity  to  discuss  TDA's  role  in  promoting  U.S.  exports  of 
environmental  technology. 

As  you  are  well  aware,  Mr.  Chairman,  this  whole  concern  for  the 
environment  in  the  developing  world  is  a  fairly  recent  phenomenon, 
but  it  is  a  growing  one.  As  you  might  also  well  imagine,  the  num- 
ber of  projects  in  the  environmental  sector  that  TDA  is  involved  in 
has  grown  rapidly  in  the  last  few  years. 

We  actually  funded  our  first  feasibility  study  on  an  environ- 
mental project  almost  10  years  ago,  in  1984.  Since  that  time,  we 
have  spent  over  $21  million  on  feasibility  studies  related  to  envi- 
ronmental projects;  but  I  must  say,  most  of  these  studies  have  oc- 
curred in  the  last  3  or  4  years. 

If  you  look  at  the  last  3  fiscal  years,  you  will  find  that  TDA  has 
obligated  $14.7  million  on  feasibility  studies,  assessing  40  different 
environmental  projects  throughout  the  developing  world. 

What  this  means  is  that  environmental  projects  represented 
about  13  percent  of  the  total  projects  we  funded  in  this  period  of 
time  and  about  15  percent  of  TDA's  total  program  budget. 

Now  this  may  not  seem  like  a  very  large  percentage,  but,  in  fact, 
our  work  on  the  environment  is  really  much  larger  than  these  sta- 
tistics would  suggest.  That  is  because,  as  you  know,  we  fund  stud- 
ies on  big  capital  infrastructure  projects.  For  example,  we  have 
funded  study  on  flue  gas  desulferization  relating  to  an  energy 
project  in  Bangkok,  or  pollution  control  relating  to  an  industrial 
project  in  India.  We  categorize  those  projects  as  energy  and  indus- 
trial projects,  not  environmental;  but,  in  fact,  in  implementing 
those  projects,  environmental  technology  is  going  to  be  used. 

In  addition,  because  we  are  working  on  big  infi-astructure 
projects,  even  if  they  are  not  environmental  projects  per  se,  almost 
all  of  them  require  an  environmental  impact  analysis:  that  is,  what 
impact  will  this  project  have  on  the  environment? 

Oftentimes,  in  the  implementation  of  the  project,  an  environ- 
mental technology  solution  is  required.  So  the  bottom  line  is  that 
all  of  the  projects  in  which  TDA  has  been  involved  over  the  last  few 
years  will  require  the  purchase  of  millions  of  dollars  of  environ- 
mental technology  as  they  are  implemented. 

In  my  written  testimony,  I  discuss  in  quite  a  bit  of  detail  the 
kinds  of  activities  we  are  doing  in  the  environment  in  the  various 
regions.  Given  the  short  time  we  have  today,  I  would  like  to  focus 
on  Just  one  project. 

That  is  a  project  which  we  feel  has  been  successful  in  helping 
small  and  medium-sized  environmental  firms  to  gain  access  to  the 
huge  markets  that  exist  in  South  Korea  and  Taiwan,  two  advanced 
developing  countries.  TDA  provided  a  multiyear  grant  of  $1  million 
to  the  International  Business  Development  Center  which  is  a  non- 
profit, consulting  arm  of  the  Kellogg  School  of  Business  at  North- 
western University. 


13 

The  purpose  of  the  grant  was  to  enable  Northwestern  to  provide 
intensive  support  to  small-  and  middle-sized  companies  that  sell 
environmental  technology.  Northwestern  screened  buyers  from  Tai- 
wan and  Korea,  found  out  their  needs,  and  then  identified  the  com- 
panies throughout  the  United  States  that  could  provide  the  goods 
to  meet  the  Korean  or  Taiwanese  needs.  Northwestern  then  pro- 
vided support  and  follow  up  to  make  sure  the  sales  occurred. 

Over  1,200  small  U.S.  companies  have  participated  in  this  pro- 
gram. In  almost  every  single  case,  the  business  would  not  have  re- 
sulted were  it  not  for  the  program;  and  the  benefits  that  have  ac- 
crued to  these  firms,  and  continue  to  accrue  as  they  obtain  follow- 
on  sales,  have  really  been  significant. 

So  far  this  program  has  resulted  in  $190  million  worth  of  sales 
contracts  for  firms,  almost  all  of  which  have  been  in  the  environ- 
mental sector;  and  there  are  another  $400  million  in  pending  sales; 
so  we  feel  this  has  been  an  excellent  investment  of  our  million  dol- 
lars. 

Finally,  I  might  just  mention  one  anecdote,  if  I  may.  I  think  it 
really  tells  the  story  of  how  TDA  helps  U.S.  exporters  of  environ- 
mental technology. 

On  Friday,  and  I  think  it  was  just  a  coincidence,  we  received  a 
letter  from  an  environmental  firm.  Post,  Buckley,  Schuh  & 
Jernigan,  a  firm  located  in  Miami,  Florida.  Post,  Buckley  reports 
that  over  the  last  4  years  they  have  evolved  from  a  firm  doing  envi- 
ronmental work  only  in  the  United  States  to  a  firm  working  on  a 
number  of  international  projects  in  Central  and  Eastern  Europe. 
They  claim  that  they  got  their  start  because  in  1990,  they  did  a 
feasibility  study  that  was  TDA  funded. 

It  was  a  $700,000  feasibility  study  on  solid  and  hazardous  waste 
in  Poland.  That  study  gave  them  a  position  in  Poland  and  they 
have  been  able  to  expand  activities  to  Hungary,  the  Czech  Repub- 
lic, even  Russia.  They  contend  their  revenues  for  international 
work  have  grown  fi-om  zero  to  $3.5  million. 

I  would  like  to  read  a  quote,  if  I  may,  from  their  letter.  "All  of 
the  advances  are  a  direct  result  of  the  U.S.  TDA  support  of  feasibil- 
ity projects  such  as  those  in  Poland  allowing  firms  like  ours  to  ex- 
pand in  the  European  market  and  compete  with  firms  from  other 
countries.  Without  TDA  support,  it  is  difficult  if  not  impossible  to 
compete  with  the  feasibility  money  offered  to  Polish  cities  by  coun- 
tries such  as  Denmark,  Sweden  and  Germany." 

The  other  nice  thing  about  what  was  reported  in  this  letter  is 
that  the  project  for  which  they  did  the  feasibility  study  is,  in  fact, 
moving  forward.  They  have  the  financing  in  place.  It  will  require 
a  $25  million  investment.  Of  that  amount,  $12  to  $14  million  will 
come  from  the  United  States  in  the  form  of  environmental  tech- 
nology. 

Ofcourse,  our  success  in  promoting  exports  really  depends  upon 
working  with  the  other  U.S.  Grovernment  agencies,  some  of  which 
are  represented  here  today.  The  TPCC  has  been  mentioned.  We  are 
very  much  a  part  of  the  exercise  to  try  to  figure  out  how  the  gov- 
ernment can  be  more  helpful  to  exporters. 

We  are  also  on  the  Interagency  Working  Group  on  Environ- 
mental Technology.  We  are  a  very  active  member  of  that  group.  We 
have  always  worked  closely  with  our  sister  agencies.  Because,  we 
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are  such  a  small  agency,  we  really  depend  upon  the  resources  of 
other  government  agencies,  starting  with  the  United  States  and 
FCS  in  the  Commerce  Department,  helping  us  identify  our  projects, 
helping  us  implement  our  program  overseas. 

Financing  is  vital  to  the  studies  we  do.  We  want  the  studies  to 
develop  into  real  projects.  As  a  result,  we  maintain  very  close  links 
with  Eximbank,  a  major  financier  of  many  of  our  projects,  as  well 
as  OPIC,  if  the  project  is  investment  related.  That  has  been  our 
way  of  doing  business  all  along. 

In  conclusion,  Mr.  Chairman  I  want  you  to  know  that  TDA  is 
committed  to  working  with  the  U.S.  environmental  business  com- 
munity in  helping  U.S.  companies  to  expand  their  markets  in  these 
new  and  more  difficult  markets  in  the  developing  and  middle  in- 
come countries.  We  believe  our  assistance  coupled  with  the  efforts 
of  the  U.S.  Grovemment  agencies  represented  here  today  will  make 
a  difference  in  helping  U.S.  companies  export  environmental  tech- 
nology. 

This  concludes  my  remarks.  I  would  be  very  happy  to  answer 
questions. 

I  once  again  thank  you  for  allowing  us  to  testify  and  for  the 
strong  support  that  this  subcommittee  nas  provided  TDA  over  the 
years. 

Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Frame  appears  in  the  appendix.] 

Mr.  Gejdenson.  Thank  you  very  much. 

Our  final  witness  is  Jonathan  Sallet,  Director,  Office  of  Policy 
and  Strategic  Planning,  U.S.  Department  of  Commerce. 

We  will  continue  to  about  2:40.  Then  we  have  to  recess  for  a  vote 
and  return. 

As  the  witnesses  know,  we  may  be  gone  for  about  10  or  12  min- 
utes because  there  are  actually  two  votes.  We  will  get  the  tail  end 
of  one  and  beginning  of  the  next  one. 

STATEMENT  OF  JONATHAN  SALLET,  DIRECTOR,  OFFICE  OF 
POLICY  AND  STRATEGIC  PLANNING,  U.S.  DEPARTMENT  OF 
COMMERCE 

Mr.  Sallet.  Thank  you,  Mr.  Chairman. 

Let  me  begin  by  noting  in  your  opening  remarks  you  said  today's 
and  tomorrow's  hearings  would  focus  on  particular  aspects  of  ex- 
port promotion:  today,  environmental  technologies;  tomorrow,  di- 
versification. Tomorrow,  of  course,  among  your  witnesses  will  be 
my  boss,  the  Secretary  of  Commerce,  Ron  Brown,  who  will  come  to 
talk  about  the  aspects  of  dealing  with  diversification  and  defense 
conversion. 

We  appreciate  the  opportunity  to  appear.  We  think  it  is  exactly 
the  right  focus  to  think  about  this  from  a  number  of  different  per- 
spectives. I,  of  course,  appreciate  the  rare  opportunity  to  speak  to 
you  before  my  boss  does. 

Mr.  Gejdenson.  Any  messages  you  want  us  to  give  him? 

Mr.  Sallet.  This  is  the  message  I  would  leave  with  you  today 
which  I  think  is  the  message  of  this  panel: 

What  we  have  is  a  series  of  executive  branch  agencies  that  are 
working  together;  all  of  us  at  this  panel  this  morning — this  after- 
noon and  others  that  are  not  represented  today  who  are  working 
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together  for  the  common  goal  of  economic  growth,  jobs,  a  rising 
standard  of  living  in  America.  We  are  doing  that  in  a  number  of 
ways,  but  one  of  the  ways  we  are  doing  it — as  these  hearings  dem- 
onstrate— is  to  break  down  false  barriers  and  separations  between 
diflFerent  issues. 

I  think  the  topic  of  exports  of  environmental  technologies  is  a 
wonderful  example  of  that.  It  combines  trade  issues,  technology 
policy,  environmental  goals,  three  areas  that  are  sometimes 
thought  to  be  quite  different  but  as  this  hearing  demonstrates,  and 
as  the  work  that  is  being  done  along  this  topic  illustrates,  the 
three,  trade,  technology,  environment,  are  all  attributes  of  the 
same  goal.  Paths  to  the  same  goal,  if  I  might. 

I  think  the  Department  of  Commerce's  own  organization  reflects 
that.  Consider  the  way  we  work.  We  have  NIST,  the  National  Insti- 
tute of  Standards  and  Technology,  a  long  time  leader  in  civilian 
technology,  working  with  the  private  sector  for  purposes  of  increas- 
ing civilian  technology. 

NIST  contributes  to  this  program  through  its  grant  programs  for 
research  and  development;  through  working  with  manufacturers  on 
environmental  and  energy-related  concerns;  through  the  direct 
technology  transfers  from  its  laboratories,  to  help  them  from,  say, 
the  lefl-h£md  side  of  the  page,  research  and  development,  techno- 
logical commercialization.  Closer  to  the  market,  perhaps,  comes 
NOAA,  our  environmental  arm  which  works  in  terms  of  research 
and  analysis  to  let  people  understand  how  environmental  monitor- 
ing can  work. 

For  example,  to  work  overseas  in  different  countries  that  are  try- 
ing to  put  into  place  environmental  regimes  that  will  help  those 
countries,  those  countries  reach  environmental  goals  and  may,  in 
fact,  offer  markets  for  U.S.  goods. 

Right  in  the  marketplace  our  International  Trade  Administra- 
tion, working  through  its  U.S.  and  Foreign  Commercial  Service  and 
other  parts  of  that  agency  responsible  for  the  day-to-day  work  of 
export  promotion,  putting  exporters  in  touch  with  foreign  markets, 
explaining  the  nature,  the  standards  of  foreign  markets.  Those 
three  areas  working  together,  tech,  trade  and  environment,  coming 
together  for  the  common  goal  of  creating  more  jobs,  safer  living  and 
working  environment,  and,  of  course,  toward  the  goal  of  sustain- 
able development. 

More  broadly,  of  course,  this  is  what  we  are  doing  across  the  gov- 
ernment, in  part,  in  large  part,  through  the  TPCC  which  Secretary 
Brown  is  chairing.  We  are  in  the  process  of  working  on  a  govem- 
mentwide  trade  promotion  strategy  which  will  be  released  at  the 
end  of  September,  and  a  specific  outlook  on  environmental  tech- 
nologies and  how  we  might  do  better  to  exploit  the  kinds  of  market 
opportunities,  Mr.  Chairman,  that  you  noted  in  your  opening  state- 
ment. 

It  is  too  early  to  identify  precisely  how  we  will  do  that;  but  I 
think  I  can  start  off  quickly  to  explain  the  basic  goals. 

Mr.  Gejdenson.  Let  me  cut  you  off  there.  We  have  about  5  min- 
utes to  dash  over  and  vote.  I  apologize  again  to  the  panel. 

We  will  stand  in  recess  until  we  complete  the  vote. 

[Recess.] 
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Mr.  Gejdenson,  Mr.  Sallet,  you  were  about  to  give  us  your  four- 
point  program  for  success  here. 

Mr.  Sallet.  It  expanded  to  six  points  during  the  recess.  I  apolo- 
gize for  that. 

What  are  the  principles  that  we  have  to  guide  us? 

First,  we  need  to  improve  the  way  government  itself  operates. 
That  is  a  key  goal  of  the  TPCC,  with  which  you,  more  than  prob- 
ably anybody  else,  are  familiar. 

Secretary  Brown  will  be  testifying  tomorrow  and  I  am  sure  will 
have  more  to  say  about  the  work  of  the  TPCC  in  establishing  new 
initiatives  to  make  government  efforts  more  efficient  and  acces- 
sible. 

How  government  operates  also  focuses  on  what  government  does. 
As  we  know,  many  of  the  major  opportunities  for  U.S.  producers  of 
environmental  technologies  lie  in  government  procurement  deci- 
sions to  be  made  overseas.  Secretary  Brown  has  determined  to  dra- 
matically increase  the  involvement  of  high  level  U.S.  Government 
officials  in  serving  as  advocates  for  U.S.  companies  seeking  those 
kinds  of  contracts. 

Second,  after  improving  our  own  work,  we  must  make  sure  we 
always  listen  to  the  private  sector.  In  this  respect,  in  these  kinds 
of  efforts,  Mr.  Chairman,  the  government  is,  after  all,  value  added. 

We  need  the  private  sector  to  discuss  with  us  where  the  addi- 
tional value  can  best  be  placed.  For  example,  we  will  be  holding  lis- 
tening meetings  in  late  August  or  September  on  the  issue  of  envi- 
ronmental technologies  around  the  country  to  be  able  to  listen  to 
businesses,  citizens,  participants  in  the  process  about  how  govern- 
ment can  best  engage  in  efforts  and  make  searches  from  their  per- 
spective. 

Third,  from  an  operational  viewpoint,  we  need  to  focus  on  getting 
to  domestic  companies  information  that  will  be  useful  to  them,  in- 
formation on  foreign  market  opportunities,  foreign  standards,  the 
availability  of  financing  £ind  the  existence  of  governmental  re- 
sources among  others;  but  we  have  to  remember  they  are  our  cus- 
tomers and  we  need  to  get  them  information  in  an  efficient  and 
user-friendly  fashion. 

Fourth,  at  the  same  time  that  we  are  working  on  the  domestic 
markets,  we  need  to  focus  on  the  right  kind  and  strength  of  our 
resources  in  foreign  countries.  We  know  for  a  fact,  for  example, 
that  the  Japanese  have  many  more  foreign  commercial  officers  in 
key  countries  around  the  globe  than  we  do,  making  it  more  difficult 
for  U.S.  firms  to  penetrate  those  markets. 

This  issue  goes  beyond  just  the  environmental  area,  of  course,  to 
the  whole  question  of  the  kinds  of  resources  we  deploy  overseas  to 
the  kind  of  work,  from  my  department's  perspective,  the  U.S.  and 
Foreign  Commercial  Service  can  do  in  helping  American  exporters 
abroad. 

Fifth,  we  need  to  review  financing  issues  generally.  Ken  Brody, 
of  course,  already  testified  this  afternoon.  As  you  know,  in  addition 
to  his  other  responsibilities,  he  has  been  serving  as  Secretary 
Brown's  Deputy  in  the  TPCC  process  and  is  driving  a  series  of  rec- 
ommendations to  reform  export  finance  in  order  to  level  the  playing 
field  for  U.S.  exports  generally. 
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Sixth,  finally,  we  need  to  think  about  relationship  building.  The 
United  States  is  a  leader  in  environmental  policy  and,  in  particu- 
lar, this  administration  is  a  leader  in  breaking  through  the  false 
dichotomy  between  environmental  goals  and  economic  growth. 

We  need  on  a  broad  basis  to  be  conveying  the  message  around 
the  world  that  the  United  States  wants  to  assist  in  environmental 
goals  for  the  next  decade,  not  just  from  a  trade  point  of  view,  not 
just  to  get  sales  for  American  firms,  but  more  broadly  to  assist  us 
in  global  sustainable  development. 

To  put  it  simply,  Mr.  Chairman,  this  is  a  win-win  for  the  United 
States.  Environmental  exports  will  not  only  create  jobs  at  home 
and  help  with  environmental  clean-up  and  prevention,  but  it  will 
provide  the  opportunity  for  us  to  fundamentally  alter  the  adversar- 
ial relationship  that  sometimes  exists  between  the  business  and  en- 
vironmental communities.  This  is  an  opportunity  to  demonstrate  to 
business  people  that  environmental  goals  create  jobs. 

And  it  is  an  opportunity  for  us  to  demonstrate  to  environmental 
communities  that  business  people  can  and  will  play  a  critical  role 
in  environmental  efforts. 

All  of  this,  Mr.  Chairman,  vmder  the  umbrella  created  by  your 
work  in  passing  the  TPCC.  This  is  the  first  year  the  statutory  pro- 
visions will  come  to  fruition.  Your  leadership  has  given  the  Depart- 
ment of  Commerce  and  the  rest  of  the  government  the  opportunity 
to  address  these  issues  in  a  comprehensive  fashion. 

Mr.  Chairman,  we  intend  to  take  full  advantage  of  that  oppor- 
tunity. 

Thank  you. 

Mr.  Gejdenson.  Thank  all  of  you  for  your  testimony  and  your 
patience  with  the  interruptions. 

Let  me  first  start  with  Exim,  Mr.  Brody. 

It  seems  to  me  there  is  going  to  be  a  continuous  tension  between 
economic  development  in  some  areas  and  the  environment,  even 
though  there  is  obviously  a  positive  relationship  as  well.  It  seems 
to  me  that  one  of  the  things  you  can  do  that  would  be  helpful  is 
using  the  environmental  outreach  that  you  describe  is  to  shift  re- 
sources to  things  that  are  both  economically  helpful  and  environ- 
mentally helpful;  and  so  I  guess  my  question  is,  in  the  first  cut,  in 
the  short  time  you  have  had  in  place,  what  is  your  assessment  of 
your  resources,  even  with  the  new  leveraging  of  dollars  using  the 
guarantee  system  rather  than  direct  loans? 

At  the  end  of  the  day,  are  you  a  competitive  player  internation- 
ally across-the-board  or  do  you  not  have  the  resources  necessary  to 
do  what  you  could  be  doing  optimally?  And  tell  my  friend,  Leon  Pa- 
netta,  I  forced  to  vou  say  this. 

Mr.  Brody.  I  think  tne  fair  way  to  answer  that  question  is  that 
there  is  a  simple  fact  on  the  table  right  now.  We  had  a  request  for 
$757  million,  and  we  are  only  given  $700  out  of  the  House.  We 
would  like  that  other  $57  million  back.  We  feel  very  strongly  about 
that.  We  want  to  have  a  very  good  go  at  making  that  money  go  a 
lot  farther  than  it  ever  has.  We  think  we  have  a  good  chance  to 
do  that. 

If  we  are  unsuccessful  in  making  it  go  as  far  as  it  needs,  then 
we  will  be  strong  advocates  for  more;  but  I  think  the  first  order  of 
the  day  is  to  get  us  back  what  we  had  on  the  plate. 
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Mr.  Gejdenson.  So  if  Representative  Kennedy  from  Massachu- 
setts were  to  get  his  additional  $500  milHon  to  Exim  to  promote  en- 
vironmental exports,  you  wouldn't  need  that  money? 

Mr,  Brody.  That  is  another  topic. 

Without  going  into  great  explanation  of  the  credit  reform  system, 
unless  it  is  requested,  in  1992,  which  was  the  start  of  credit  re- 
form, we  had  a  subsidy  budget  and  no  caps.  In  1993,  we  have  a 
subsidy  budget  and  caps.  In  1994,  out  of  the  House,  we  have  no 
caps  and  we  nave  a  subsidy  budget  that  is  $57  million  too  low. 

So  long  as  we  keep  with  no  caps  and  if  we  continue  to  have  the 
ability  to  make  the  subsidy  work  harder,  there  is  no  number  to  add 
the  $500  million  to.  So  in  that  sense,  it  would  not  be  needed  and 
it  would  not  be  relevant  to  the  system. 

Mr.  Gejdenson.  And  one  of  our  witnesses  who  is  coming  up,  Mr. 
Mizroch,  argues  it  is  difficult  to  obtain  commercial  finaiicing  for 
overseas  environmental  product  because  oftentimes  there  is  not  the 
cash  flow  generated  by  the  activity  that  you  get  in  normal  financ- 
ing; so,  for  instance  if  I  am  building  a  coal-fired  generating  facility 
and  we  are  not  putting  the  scrubbers  in,  you  still  end  up  with  the 
payments  for  the  electricity  generally  which  then  shows  bankers 
they  can  get  the  money  to  get  it  back. 

If  I  go  in  and  put  in  scrubbers  in  a  dozen  or  so  facilities,  normal 
standard  banking  assessments  of  what  this  does  a"  far  as  new  rev- 
enue is  it  makes  the  plant  less  productive  in  terms  of  final  energy 
output.  Is  that  a  problem? 

Mr.  Brody.  The  law  requires  we  have  reasonable  assurance  of 
repayment.  In  projects  which  are  not  profitable  projects,  but  which 
have  solvent  guarantees  and  the  solvent  guarantee  is  good  enough 
to  give  us  reasonable  assurance  of  repayment,  it  is  not  a  problem. 

If  a  project  is  to  be  financed  that  cannot  pay  back  the  debt,  then 
we  have  indeed  a  strong  problem. 

Mr.  Gejdenson.  Let  me  go  to  Ms.  Harkin  for  a  second. 

Should  we  be  looking  at  the  general  way  that  the — ^that  your 
agency's  loans  are  dealt  with  and  your  guarantees  are  dealt  with? 

Are  we  looking  at  that  at  this  stage?  Let  me  go  on. 

If  you  have  two  proiects  and  one  is  environmental  and  one  is  not 
environmental,  how  does  your  agency  tend  to  break  those  out  so 
that  we  put  the  emphasis  on  the  environmental;  or  do  you  try  to 
receive  them  both  at  this  point? 

Ms.  Harkin.  Well,  the  immediate  past  history  of  our  agency  has 
been  to  consider  all  applications  for  assistance  as  they  came  in.  The 
reason  why  we  are  setting  up  the  Environmental  Growth  Fund,  as 
I  mentioned  earlier,  is  because  we  want  to  highlight  that  particular 
sector  and  not  only  spend  more  of  our  resources  doin^  it,  but  we 
also  want  to  utilize  additional  environmental  expertise  that  we 
may  not  have. 

The  selected  goal  of  this  particular  fund  would  be  to  hire  a  fund 
manager  and,  through  the  nind  manager,  place  capital  and  specifi- 
cally attract  environmental  projects.  That  will  be  the  only  goal  of 
the  fund. 

Of  course,  that  is  not  to  say  we  will  not  be  doing  other  environ- 
mental projects  that  might  be  outside  that  particular  fund;  but  cer- 
tainly, we  are  doing  a  sea  change  in  the  sense  that  we  are  specifi- 
cally looking  for  environmental  projects. 


19 

Mr.  Gejdenson.  Let  me  ask  Mr.  Sallet  one  question.  This  is 
something  that  I  have  had  some  frustration  with  for  sometime. 
Even  after  almost  14  years  of  working  on  this  issue,  I  am  some- 
times not  able  to  get  a  handle  on  it. 

A^ain,  Mr.  Mizroch  asserts  that  they  need  more  and  better  infor- 
mation from  the  Commerce  Department  regarding  market  opportu- 
nities. 

Are  we  going  to  be  able  to  really  get  information?  It  is  particu- 
larly critical,  I  think,  again,  across-the-board  here  to  the  small  and 
medium-sized  manufacturer.  Boeing  doesn't  need  any  help  from 
Congress  in  telling  them  where  Mr.  Brody  sits,  how  much  money 
he  has,  where  their  markets  are,  where  they  can  use  OPIC  and 
others  to  guarantee  the  kind  of  activities  they  are  looking  for  TDA 
to  look  into  developing  a  program. 

But  the  place  where  we  seem  to  do  the  worst,  partially  because 
small  companies  have  been  inwardly  focused,  and  it  is  harder  for 
them  to  get  the  information,  is  how  do  you  get  that  information 
out?  When  small  companies  come  to  me — and  as  a  result  of  the 
chairmanship  of  this  committee,  working  with  people  in  Congress, 
I  get  a  great  response  all  the  time — I  am  still  not  confident  when 
the  guy  walks  in  and  tells  me  what  he  needs,  that  I  can  pick  up 
the  phone  somewhere  and  say  OK,  where  in  the  world,  one,  is 
there  a  market  for  this  product? 

Two,  are  American  products  competitive — ^for  instance,  even  the 
EC  is  starting  to  develop  demands  that  for  state  purchases  and 
public  purchases  that  there  be  local  procurement. 

Where  is  my  market?  Because — especially  with  small  compa- 
nies— if  we  spend  time  sending  them  off  running  around  the  halls 
of  government,  they  will  never  get  to  the  export  part  of  it. 

Mr.  Sallet.  Mr.  Chairman,  I  might  suggest  the  question  is  even 
broader  than  you  have  painted  it.  Take  your  example  of  a  small, 
medium-sized  manufacturer.  There  are  a  number  of  concerns  that 
the  m£uiufacturer  has.  It  is  the  obligation  of  government  to  make 
sure  the  manufacturer  gets  the  information  he  or  she  needs  as 
quickly  and  expeditiously  as  possible  on  a  number  of  fronts. 

Let  me  note  three.  One  is,  of  course,  export  promotion,  foreign 
markets;  you  know,  information  on  the  markets,  what  is  available, 
what  kind  of  demand  there  is.  As  part  of  the  TPCC  process,  we  are 
working  on  a  streamlining  notion  of  one-stop  shopping  so  someone 
seeking  access  to  export  information  will  be  able  to  go  to  a  single 
place;  and  through  it,  access  any  information  in  the  network. 

That  is  a  very  important  first  step. 

Mr.  Gejdenson.  Are  we  collecting  the  information?  I  am  not  sure 
we  are  collecting  that  information  at  this  point.  When  I  asked  one 
of  the  people  at  the  Commerce  Department  long  before  your  tenure 
so  I  cannot  hold  you  personally  responsible — but  I  will  in  4  or  5 
months 

Mr.  Sallet.  I  think,  Mr.  Chairman,  that  is  when  the  Secretary 
would  be  testifying. 

Mr.  Gejdenson  [continuing].  Is  that  what  happens  when  I  call 
up  and  say  what  can — what  does  Mexico  import  and  what  items 
are  we  competitive  in,  I  get  a  lot  of,  "you  know,"  "kind  of,"  "well" — 
they  don't  tell  us  what  they  import.  It  seems  to  me  maybe  what 
we  ought  to  do  is  refocus  the  resources  of  the  various  agencies  in- 
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volved,  to  focus  on  trying  to  figure  out  what  they  do  import,  and 
of  what  they  import,  in  what  are  we  competitive? 

If  you  can  throw  that  Hst  out  on  the  street  comer,  I  bet  you  the 
small  business  guys  will  scramble  to  that  street  corner.  You  won't 
have  to  get  it  to  them,  I  am  not  sure  you  can  do  that  for  me  right 
now. 

Mr,  Sallet.  Let  me  talk  about  what  we  are  doing  now  and  what 
we  hope  to  do,  both  parts  of  it.  Right  now  for  example  we  have  The 
National  Trade  Data  Bank  which  provides  by  electronic  means 

Mr.  Gejdenson.  What  we  are  presently  selling? 

Mr.  Sallet  [continuing].  What  we  are  presently  selling  and  the 
nature  of  market  opportunities  as  we  understand  them  in  different 
countries  abroad. 

We  need  to  expand  the  access  to  that  kind  of  electronic  informa- 
tion so  that  somebody  out  in  the  field  doesn't  have  to  go  through 
four  or  five  government  bureaucrats  to  get  at  it,  but  can  get  it 
through,  for  example,  an  electronic  bulletin  board  to  pull  up  the 
data  on  particular  markets. 

Mr.  Gejdenson.  Absolutely.  But  that  information — the  problem 
with  that  information— that  gives  me  a  list  of  what  American  com- 
panies are  already  selling  to  Mexico  and  what  you  are  saying  is, 
"Great,  go  compete  with  American  companies  and  what  they  are 
selling  to  Mexico."  What  I  would  like  to  find  out  is  what  Mexico 
is  importing  from  Grermany  and — I  don't  care  where  it  is  coming 
from.  Anywhere  else  in  the  world.  Then  figure  out  because  of  my 
location,  can  I  beat  those  other  companies?  Are  we  going  to  do 
that? 

Mr.  Sallet.  Yes. 

Mr.  Gejdenson.  When? 

Mr.  Sallet.  As  soon  as  we  can.  The  TPCC  report,  the  process 
you  established  in  law,  in  order  to  make  sure  the  agencies  work  to- 
gether is  going  to  come  in  with  a  report  on  how  we  intend  to  do 
that  and  to  establish  how  quickly  we  intend  to  do  that. 

If  I  might,  Mr.  Chairman,  there  are  two  other  aspects  that  really 
make  the  issue  bigger  than  even  what  we  have  been  discussing.  We 
have  a  program  that  is  very  important  to  the  President  to  make 
sure  that  technology  gets  out  to  small  and  medium-sized  manufac- 
turers. It  is  the  same  customer  base. 

It  may  be  that  with  new  technologies  available  through  manufac- 
turing technology  centers,  the  kind  of  manufacturer  you  and  I  have 
been  discussing  will  be  able  to  exploit  market  opportunities  that 
previously  it  had  not  even  known  about  or  had  tnought  it  could 
take  advantage  of. 

So  our  effort  to  have  a  national  network  of  manufacturing  exten- 
sion centers  has  to  be  very  closely  tied  into  what  we  have  been  dis- 
cussing to  make  sure  that  both  technology  gets  out  and  informa- 
tion. 

Then  the  third  part,  of  particular  importance,  I  think  to  the  topic 
that  you  will  be  discussing  tomorrow,  is,  of  course,  information  on 
export  controls.  To  make  sure  the  information  is  not  just  on  foreign 
markets,  but,  where  applicable,  information  on  how  to  get  through 
our  own  export  licensing  process  so  the  companies  can  take  advan- 
tage of  foreign  market  opportunities.  All  of  these  need  to  work  to- 
gether. 
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Mr.  Gejdenson.  We  have  a  solution  for  the  export  control  issues 
we  will  give  you  later  in  September,  It  shouldn't  be  a  problem. 

Let  me  go  back  to  Mr.  Brody  for  a  second  and  then  yield  to  my 
colleagues. 

If  an  environmental  company  doesn't  qualify  for  a  Exim  program 
because  it  is  not  guaranteed  by  the  fiill  faith  and  credit  of  the  gov- 
ernment, so,  for  instance,  if  it  is  a  project  that  either  goes  to  a  pri- 
vate company  or  to  a  nongovernment  agency,  can  it  then  go  to 
other  sources  for  financing?  Is  TPCC  addressing  that?  Am  I  mak- 
ing it  too  big  a  problem? 

Mr.  Brody.  There  are  a  couple  of  different  possibilities.  The  trick 
is  that  somebodv  is  making  a  loan  and  it  has  to  get  repaid.  Once 
you  get  out  of  that  notion,  you  are  into  the  notion  of  aid.  That  is 
a  whole  other  big  debate,  I  think.  If  you  want  to  lead  the  question 
that  far,  I  would  oe  glad 

Mr.  Gejdenson.  No.  I  think  vou  are  right.  Basically  what  you 
are  saying  is  all  of  what  you  do  here  has  to  be  based  on  real  world 
economic  conditions  and  then  you  try  to  make  the  margins  of  that 
work  by  the  government  role,  the  guarantees,  the  examining  of  the 
possibility? 

Mr.  Brody.  Just  add  the  point  to  it:  our  job  is  to  create  a  level 
plajang  field  by  meeting  foreign  financing  subsidies.  One,  which  we 
do;  and,  two,  is  to  provide  financing  where  the  private  sector  isn't, 
with  the  caveat  that  we  have  to  be  able  to  get  repaid. 

Mr.  Gejdenson.  Thank  you.  The  gentleman  from  California? 

Mr.  Rohrabacher.  Thank  you,  Mr.  Chairman. 

I  will  just  throw  these  questions  out  to  the  panel  as  a  whole  and 
at  least  ask  you  to  feel  free  to  comment.  First,  I  would  like  to  con- 
gratulating vou  on  detailing  what  happened  during  the  Republican 
years.  I  will  be  watching  what  happens  during  the  Democratic 
years. 

I  want  to  know  about  Mexico.  If  we  are — when  they  talk  about 
environmental  issues  and  environmental  exports,  one  of  the  big  is- 
sues we  are  facing  of  course  is  the  free  trade  treaty  with  Mexico. 

First  of  all,  let  me  ask  you,  is  there  a  market  for  environmental 
technology  made  in  the  United  States  to  be  sold  in  Mexico? 

Mr.  Sallet.  Yes,  sir,  there  certainly  is.  I  can  offer,  if  you  would 
like,  some  anecdotal  evidence  of  that.  I  am  not  sure — I  don't  have 
specific  numbers  with  me.  I  went  up  a  couple  of  months  ago  right 
after  the  President's  Earth  Day  speech  and  met  with  a  group,  the 
Environmental  Business  Council  of  Massachusetts. 

I  went  up  to  talk  about  the  issues  we  have  been  talking  about 
today.  I  came  to  a  question  and  answer  session.  Almost  the  only 
thing  they  wanted  to  discuss  with  me — these  were  business  people 
around  Boston — was  Mexico  and  market  potential  in  Mexico.  Peo- 
ple— ^from  a  place  fairly  geographically  distant,  from  those  markets 
who  saw  tremendous  opportunities  in  the  environmental  field  in 
Mexico  and  who  were  rushing  to  take  advantage  of  it  and  who  were 
standing  up  person  after  person  sajdng  what  can  we  do  to  make 
clear  the  importance  of  NAFTA,  the  link  between  these  business 
opportunities  and  environmental  goals;  and  the  kinds  of  success 
that  we  can  have  there. 

Now,  as  you  know,  assuming  the  successful  negotiation  of  the 
side  agreements  when  we  are  able  to  come  in  ana  urge  NAFTA's 
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passage  by  the  Congress,  we  believe  that  this  kind  of  evidence  will 
help  show  the  real  opportunities  for  job  creation  in  the  United 
States  as  a  result  of  environmental  opportunities  in  Mexico. 

Mr.  RoHRABACHER.  What  are  some  of  those  examples  of  the  type 
of  things  that  we  could  make  money  providing  technology  to  make 
their  environment  better? 

Ms.  Frame.  I  might  add  a  couple  of  examples  from  the  TDA  ex- 
perience. Our  program  in  Mexico  is  not  of  lon^f  duration.  We  have 
only  been  there  about  3  years.  Almost  everything  we  have  done  so 
far  has  been  related  to  the  environment:  air  pollution,  vehicle  pol- 
lution, water  projects,  cleaning  up  Lago  Guadalupe.  It  is  early  in 
the  process. 

Most  of  these  studies  are  still  underway  or  have  just  been  com- 
pleted. Already  we  are  seeing  successes  in  terms  of  U.S.  companies 
selling  environmental  technology. 

I  mentioned  a  couple  of  them  in  my  written  testimony.  One  was 
a  clean-up  project  related  to  a  steel  plant.  As  a  result  of  the  study, 
the  company  nas  bought  $29  million  worth  of  U.S.  environmental 
equipment  and  technology  to  clean  up  the  steel  plant. 

Another  example,  a  small — actually  it  is  a  middle-sized  company. 
Radian  Corporation,  had  not  been  working  overseas,  certainly  not 
in  the  Mexican  market.  They  worked  on  a  air  pollution  study  fund- 
ed by  TDA  in  Mexico  City.  As  a  result  of  that  work,  they  received 
a  number  of  follow-on  environmental  engineering  contracts.  They 
say  that  TDA  really  helped  them  get  into  that  market. 

I  think  there  are  opportunities  there.  We  are  just  beginning  to 
see  them. 

Mr.  RoHRABACHER.  Anyone  else? 

The  economy  in  Mexico  has  been  somewhat  depressed  during  my 
conscious  life.  It  is  just  right  now  for  the  first  time  that  I  see  some 
real  signs  that  the  reforms  President  Salinas  has  instituted  are  ac- 
tually bringing  about  a  very  remarkable  level  of  growth.  If  the 
economy  grows  in  Mexico,  do  we  expect  that  there  will  be  more  of 
an  investment  in  environmental  technology? 

Mr.  Sallet.  I  think  it  is  fair  to  say  that  we  do.  One  of  my  col- 
leagues from  the  Department  of  Commerce  testified  earlier  this 
year  before  a  different  committee  of  the  House  that,  in  1992,  our 
estimate  of  the  current  Mexican  market  for  environmental  tech- 
nologies, equipment  and  services  was  just  over  $1  billion.  The  Unit- 
ed States  accounts  for  about  45  percent  of  the  import  market.  We 
believe  Mexico  represents  the  largest  market  for  such  technologies 
in  Latin  America. 

Mr.  ROHRABACHER.  You  expect  that  the  1992  estimate  of  the 
market  at  $1  billion,  do  you  expect  if  the  economy  improves,  that 
that  will  increase;  is  that  correct? 

Mr.  Sallet.  Certainly  they  have  been  talking  about  the  need  to 
improve  environmental  conditions  in  Mexico,  along  the  border  with 
the  United  States.  So  anything  that  shows  an  increased  commit- 
ment to  environmental  goals  is  likely  to  create  more  investment, 
more  opportunities  for  U.S.  businesses,  since,  as  you  know,  so 
much  of  the  market  for  environmental  technologies  is  demand  driv- 
en where  the  demand  is  created  by  governmental  action,  govern- 
mental regulations,  governmental  desires  to  make  sure.  Environ- 
ment is  in  Detter  shape  than  it  has  been. 
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Mr.  RoHRABACHER.  Conversely,  if  the  economy  of  Mexico  were  to 
head  in  the  opposite  direction,  which  it  was  for  many  years — actu- 
ally shrinking  with  policies  that  were  not  growth-oriented  policies 
and  not,  I  might  add,  commerce-oriented  policies  of  the  United 
States,  would  we  expect  Mexico  would  actually  be  decreasing  its  in- 
vestment in  environmental  technology,  which  would  mean  there 
would  be  even  fewer  jobs  in  the  United  States? 

Mr.  Sallet.  I  am  not — ^this  is  one  of  the  fortunate  times  in  my 
life  where  I  can  say  I  am  not  an  economist.  So  I  am  not  going  to 
try  to  guess  as  to  what  the  interplay  between  future  growth  rates 
and  investment  in  this  sector  is.  As  I  said,  environmental  activities 
are  bom  of  both  social  and  economic  desires.  We  hope  the  future 
of  Mexico  leads  to  both  an  economy  that  can  prosper  in  league  with 
a  growing  U.S.  economy  and  the  social  desires  of  both  countries  to 
reach  environmental  goals. 

Mr.  RoHRABACHER.  Anv  other  comments  from  the  panel? 

I  would  like  to  say  I  think  obviousW  from  my  questions  you  can 
tell  I  am  very  much  in  favor  of  the  free  trade  treaty  with  Mexico 
and  believe  that — I  come  from  California,  Mexico  is  always  going 
to  be  our  neighbor.  It  will  always  be  our  neighbor  whether  it  is  a 
prosperous  neighbor  and  will  have  the  capital  necessary  to  invest 
in  technologies  that  we  produce  that  will  make  the  environment 
better  or  whether  their  economy  is  declining  has  a  lot  to  do  with 
their  relationship  with  us.  I  am  looking  forward  to  working  with 
all  of  you  and  working  with  our  chairman  to  see  we  do  have  a  pros- 
perous growing  relationship  with  a  prosperous  growing  partner  to 
our  South. 

Thank  you. 

Mr.  Gejdenson.  I  don't  want  to  hold  the  panel  much  longer. 

Two  quick  questions.  Mr.  Sallet,  I  would  like  you  to  get  me  Indo- 
nesia, Thailand  and  Malaysia  as  far  as  what  they  are  presently  im- 
porting from  around  the  world  and  what  they  are  importing  from 
the  United  States.  You  don't  have  to  do  it  immediately  nere. 

Mr.  Sallet.  I  may  be  able  to.  I  can  certainly  note  these  are 
gfrowing  markets  of  great  importance. 

Mr.  Gejdenson.  Without  being  an  economist,  you  can  figure  that 
out,  as  I  can. 

One  of  the  complaints  we  have  is  the  CIMS  system  is  still  not 
working.  By  the  time  the  information  gets  in  there,  it  is  stale.  We 
are  losing,  I  think,  significant  opportunities.  Again,  at  this  point, 
you  can  look  back  and  say  we  just  got  here.  It  is  not  our  fault.  Six 
months  from  now  you  are  not  going  to  be  able  to  do  that. 

Let's  see  what  you  have  now.  Let's  hope  it  is  even  better  in  the 
future. 

Let  me  ask  one  last  question  to  Ms.  Harkin. 

I  guess  what  I  was  trying  to  get  at  before,  you  have  $1.8  billion 
stashed  away  in  profit  that  Leon  won't  let  you  get;  is  that  it?  Is 
that  about  right? 

Ms.  Harkin.  Yes. 

Mr.  Gejdenson.  Yes. 

You  know,  the  previous  administration,  I  think  to  its  credit, 
made  a  good  faith  effort  to  try  to  develop  this  Environmental  Cap- 
ital Fund.  Did  they  leave  you  enough  money  to  do  it?  Did  they 
raise  enough  to  do  it  in  the  private  sector  capital  fund? 
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Ms.  Harkin.  Yes. 

Mr.  Gejdenson.  The  guy  behind  you  is  saying  no. 

Ms.  Harkin.  No.  We  feel  good  about  our  abihty  to  start  the  fund 
and  we  think 

Mr.  Gejdenson.  Is  there  any  money  there  now? 

Ms.  Harkin.  Yes.  There  is  money  earmarked  for  the  fund. 

Mr.  Gejdenson.  From  the  private  sector?  Have  they  committed 
anything? 

Ms.  Harkin.  No.  Here  is  where  we  are  in  the  process.  It  has  yet 
to  come  before  our  Investment  Committee  internally.  That  is  going 
to  be  before  the  end  of  this  year. 

Mr.  Gejdenson.  I  guess  what  I  suggest  to  our  friend,  Leon,  is 
maybe  he  ought  to  let  you  access  some  of  the  $1.8  billion  in  profit 
you  made.  If  we  are  going  to  do  what  the  President  said,  and  I 
think  he  is  committed  to  make  government  serve  its  customers, 
here  is  an  agency  that  served  its  customers,  made  a  profit  for  the 
taxpayers.  I  think  it  will  do  even  better  under  your  leadership.  We 
ougnt  to  use  those  resources  to  reach  out  and  do  more  things. 

Ms.  Harkin.  If  you  do  that,  you  will  be  the  most  popular  person 
over  at  OPIC. 

Mr.  Gejdenson.  I  will  talk  to  Leon  again. 

We  thank  all  of  you.  We  hope  you  stay  in  contact  with  us,  not 
in  this  formal  setting  only,  but  if  you  think  of  something,  some  way 
we  can  do  things  better,  pick  up  the  phone. 

Thank  you  very  much. 

Ms.  Harkin.  Thank  you. 

Mr.  Gejdenson.  Our  final  panel  is  an  old  friend  from  Connecti- 
cut, David  Driver,  Executive  Director  of  Connecticut  Innovations 
Incorporated.  That  is  an  example  of  how  we  at  the  Federal  Govern- 
ment ought  to  do  things  to  help  the  private  sector  along;  Mr.  John 
Mizroch,  Interim  Executive  Director,  U.S.  Environmental  Tech- 
nology Export  Council. 

Gentlemen,  please  proceed  as  you  are  most  comfortable.  Your 
statements  will  be  made  part  of  the  record.  Please  proceed  at  your 
leisure. 

STATEMENT  OF  DAVID  DRIVER,  EXECUTIVE  DIRECTOR, 
CONNECTICUT  INNOVATIONS,  INCORPORATED 

Mr.  Driver.  Again,  in  order  to  make  the  afternoon  not  so  long, 
I  will  dispense  with  reading  the  testimony  and  have  it  in  the 
record.  I  will  make  points  that  are  in  that  testimony  that  have  I 
believe  particular  implications  not  only  for  the  State  of  Connecticut 
as  a  manufacturing  State,  but  the  nation  as  a  whole. 

I  would  like  to  mention  that  I  am  president  of  a  small  govern- 
ment corporation  in  Connecticut.  Connecticut  Innovations  is  the 
State's  technology  agency  and  has  been  involved,  is  one  of  the  first 
government-funded  venture  capital  agencies.  As  such  we  deal  pri- 
marily with  the  research  agenda  and  primarily  with  the  entre- 
preneurial company. 

We  believe  that  the  rich  technology  infrastructure,  skill  infra- 
structure, and  manufacturing  traditions  that  a  defense  State  like 
Connecticut  has  had  for  so  many  years  is  ripe  for  producing  the 
new  kinds  of  technologies  in  environmental  and  other  areas  that 
are  going  to  be  particularly  important  and  has  significant  ramifica- 
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tions  for  the  downsizing  of  the  miHtary  economy  because  the  mili- 
tary economy  was  built  on  comp£inies  who  utilized  significant  state- 
of-the-art  research  and  skills  to  produce  weapons  that  are  in  a 
sense  now  being  used  in  terms  of  diversification  efforts  and  conver- 
sion efforts. 

Of  critical  note  is  that — and  Fd  like  to  go  back  to  some  of  the  tes- 
timony you  heard  earlier.  The  key  to  this  economy,  being  able  to 
harness  the  power  of  environmental  technologies  as  America's  way 
to  solve  environmental  problems  in  much  the  way  it  solved  manu- 
facturing problems  for  so  many  years,  is  going  to  be  the  small  and 
mid-sized  business.  We  hear  so  much  talk  about  how  much  small 
and  mid-sized  business  creates  jobs,  et  cetera.  The  true  innovation 
occurs  within  the  true  small  business  sector  and  as  such  will  be 
creating  the  technologies  that  will  be  important  for  the  future. 

Environmental  technologies,  much  like  the  medical  technologies, 
are  those  kinds  of  technologies  that  have  both  the  public  good  as 
well  as  an  economic  profit  possibility.  One  thing  that  is  extremely 
important  is  this  access  to  information  by  the  small  and  mid-sized 
business  sector.  Much  like  the  Commerce  Department  put  together 
a  technology  clearinghouse  of  what  technology  programs  are  avail- 
able, there  needs  to  be — which  I  hope  the  TPCC  will  accomplish 
this  kind  of  clearinghouse  effort  for  small  businesses  to  have  access 
to  what  are  the  markets,  what  are  the  technologies  we  can  compete 
in,  how  can  we  even  begin.  It  will  translate  into  the  way  I  believe 
the  U.S.  Commerce  Department  utilizes  its  district  offices  in  the 
outreach  with  the  state  departments  of  economic  development  and 
their  trade  offices. 

The  other  thing  is  the  access  to  capital  for  the  small  compsmies. 
I  cannot  tell  you  how  many  times  we  have  dealt  with  entrepreneur- 
ial companies  as  they  are  developing  whether  infrared  inspection 
of  stacks  to  freon-free  air  conditioners  for  the  automobile  industry 
to  environmental  monitors  that  the  place  they  find  most  readily 
available  to  provide  them  capital  are  foreign  industries  who  come 
in  and  look  over  their  shoulder  at  the  new  technologies  that  are  de- 
veloping and  basically  say  since  you  cannot  find  the  money  from 
your  conventional  sources,  we  would  be  glad  to  enter  into  some 
kind  of  strategic  license  or  marketing  agreement  and  provide  you 
plenty  of  capital  in  order  for  you  to  produce  this.  We  should  not  let 
the  environmental  technologies  of  the  U.S.  prowess  turn  to  what 
the  VCR  and  other  technologies  turned  into  as  they  got  into  over- 
seas hands  for  large-scale  manufacturing. 

In  addition,  Connecticut  is  looking  upon  the  environmental  tech- 
nologies as  a  way  to  diversify  its  economy,  not  just  its  defense  econ- 
omy, but  its  overall  economy.  As  one  of  the  critical  technology 
areas,  it  has  been  learned  very  sadly  through  the  downsizing  that 
we  have  seen  in  our  large  scale  manufacturers  that  it  is  the  clus- 
ters, the  pockets  of  manufacturing  and  technology  development 
that  are  going  to  keep  the  economy  diversified  so  tnat  you  are  not 
so  dependent  on  major  large  employers. 

Connecticut  has  recently  joined  with  the  other  New  England 
States.  You  heard  earlier  about  the  Environmental  Council  in  Bos- 
ton which  is  becoming  a  leader  in  the  area  in  New  England.  The 
States  are  joining  an  environmental  technologies  compact  to  begin 
to  position  New  England  in  the  environmental  technologies  area,  as 
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it  did  in  the  biotechnology  area  in  the  last  decade  and  as  it  has  in 
the  computer  era  over  the  years  before  that. 

The  critical  areas,  as  much  as  the  large  scale  companies  will 
need  the  continued  assistance,  is  the  new  emerging  technologies 
that  are  going  to  fuel  the  economies  of  the  United  States  and  the 
world  that  are  produced  by  small  and  mid-sized  companies  who 
need  help  in  protecting  their  inventions,  who  need  help  in  access 
to  capital  and  who  need  help  in  access  to  the  information  so  they 
can  go  after  the  markets. 

Thank  you. 

Mr.  Gejdenson.  Mr.  Mizroch. 

STATEMENT  OF  JOHN  MIZROCH,  INTERIM  EXECUTIVE  DIREC- 
TOR, U.S.  ENVIRONMENTAL  TECHNOLOGY  EXPORT  COUNCIL 

Mr.  MiZROCH.  Thank  you  for  inviting  the  U.S.  Environmental 
Technology  Export  Council  to  testify  before  the  subcommittee  to 
discuss  Federal,  State  and  private  sector  efforts  to  expand  U.S.  ex- 
ports of  environmental  tecnnology.  We  appreciate  your  continued 
support  and  the  efforts  of  the  members  of  the  subcommittee  to  as- 
sist U.S.  exporters  through  the  pro-ams  of  the  agencies  under 
your  jurisdiction.  With  your  permission,  I  will  summarize  my  re- 
marks and  ask  that  the  full  text  of  my  testimony  be  entered  into 
the  hearing  record. 

ETEC  is  a  private  sector  initiative  of  more  than  60  corporations, 
8  national  laboratories  and  3  national  trade  associations.  The  pur- 
pose of  ETEC  is  to  stimulate  the  exports  of  American  environ- 
mental goods  and  services.  We  also  think  the  support  of  U.S.  envi- 
ronmental companies  in  the  international  arena  is  key  to  the  re- 
building of  the  country's  industrial  base.  We  think  U.S.  Grovem- 
ment  support  of  this  industry's  efforts  is  critical  and  should  be  a 
major  theme  of  the  work  of  the  Trade  Promotion  Coordinating 
Committee. 

Mv  testimony  today  will  refer  to  two  main  themes.  The  first  is 
market  barriers.  The  second  is  mitigation  of  risk  to  U.S.  exporters. 

By  "market  barriers"  I  mean  specifically:  limited  financing,  sub- 
sidies provided  to  our  foreign  competitors,  lack  of  timely  and  accu- 
rate market  information,  and  the  lack  of  an  organized  trade  policy 
or  trade  coordination  among  U.S.  Government  agencies. 

By  mitigation  of  risk,  I  refer  to  various  governmental  and  non- 
governmental methods  used  by  exporters  to  attempt  to  level  the 
playing  field  or  overcome  the  very  real  advantages  enjoyed  by  our 
competitors. 

In  your  invitation  letter,  the  first  question  you  asked  was  what 
was  the  current  international  market  for  environmental  technology 
and  services?  Is  it  a  growing  market?  Are  American  companies  ac- 
tive players? 

The  environmental  services  industry  has  only  recently  been  con- 
sidered a  distinct  industry.  There  is  not  yet  a  set  official  SIC  codes 
for  the  environmental  industry;  but  the  Commerce  Department 
typically  divides  the  industry  into  five  categories  which  I  listed:  air 
pollution  control,  water  resource  management,  waste  management, 
pollution  prevention,  and  remediation. 

The  Delphis  Institute,  which  produces  the  Green  Pages,  the  di- 
rectory of  U.S.  suppliers  of  environmental  products  and  services  for 


27 

the  Department  of  Commerce  and  EPA,  has  identified  just  over 
1,000  environmental  firms  that  are  interested  in  exporting  because 
typically  they  are  listed  there.  The  Commerce  Department  has  pos- 
sibly a  thousand  more  inquiries  from  environmental  firms  that 
have  expressed  an  interest  in  exporting.  Many  of  these  firms  prob- 
ably have  exportable  technologies  and  services  but  may  lack  the 
capital  or  information  about  markets  as  you  earlier  suggested. 

Our  research  indicates  that  the  current  global  international  mar- 
ket for  environmental  exports  is  nearly  $300  billion  in  1992  and 
nearly  half  of  this  market  is  in  the  United  States.  Our  best  esti- 
mates of  industry  gp'owth  projections  by  geographic  area  in  the  rest 
of  the  world,  are  addressed  in  my  written  statement  on  page  3.  The 
projection  estimates  an  annual  average  growth  of  8  percent  world- 
wide through  1997. 

However,  I  would  add  that  I  have  talked  to  a  number  of  people 
in  the  industry  and  in  government.  The  figures  we  are  getting  from 
our  membership  and  from  OEDC  are  our  best  estimates.  I  think  we 
have  good  estimates  but  they  may  not  be  complete.  We  believe  one 
of  the  things  that  the. Federal  Government  ought  to  do,  is  to  devote 
resources  to  developing  more  detailed  figures  to  get  an  accurate 
handle  on  what  this  market  is. 

One  of  our  ETEC  members,  as  I  said,  analyzed  the  revenues  gen- 
erated by  environmental  sales  and  suggested  dividing  them  into 
three  categories  which  were  environmental  services,  equipment, 
and  resources.  As  I  said,  I  have  expanded  on  this  in  my  written 
testimony.  The  bottom  line  is  that  this  is  a  big  industry  and  it  is 
getting  bigger.  We  think  it  is  an  important  industry;  and  we  hope 
that  we  are  going  to  begin  to  get  the  recognition  that  we  feel  we 
need. 

Again,  in  my  written  remarks,  I  refer  to  the  specific  sectors  of 
the  international  marketplace,  the  regions  of  the  world  that  hold 
the  greatest  promise  for  American  firms.  I  identified  Mexico, 
Southeast  Asia,  Eastern  Europe,  Latin  America  in  general  and  sur- 
prisingly Japan  and  Germany  for  some  specialized  expertise. 

These  are  also  the  countries  I  may  point  out  where  foreign  com- 
petitors are  most  active.  Well-financed  companies  in  the  EEC  are 
the  major  competition  in  the  former  Soviet  Union  and  Eastern  Eu- 
rope. Japan  is  also  a  major  competitor.  These  people  come  with 
well-armed,  well-stocked  war  chests,  incentives,  subsidies,  and  a  lot 
of  international  trading  experience. 

Without  a  war  chest  of  our  own,  despite  what  we  believe  to  be 
superior  technologies,  goods  and  services,  we  are  fighting  an  uphill 
battle  here.  Contrary  to  popular  belief  among  some,  the  majority 
of  goods  and  services  to  be  sold  by  the  industry  in  the  developing 
world  are  not  necessarily  high  tech.  Short-term  needs  in  these 
countries  are  related  primarily  to  solid  waste  management,  water 
supply,  and  treatment,  and  air  pollution  control.  They  can  be  ad- 
dressed using  relatively  common  technologies  in  which  we  have  a 
tremendous  amount  of  expertise. 

Regarding  your  question  about  the  strengths  and  weaknesses  of 
current  U.S.  export  promotion  efforts  in  the  environmental  sector, 
this  is  a  question  of  great  importance  to  ETEC.  As  you  stated  ear- 
lier, we  believe  the  Federal  agencies  should  develop  and  make 
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available  better  information  to  help  environmental  exporters  assess 
the  short  and  long-range  markets  for  their  products  and  services. 

TDA  and  OPIC  assist  us  in  developing  our  information  bases 
through  feasibility  studies,  orientation  visits,  training,  and  other 
activities.  We  applaud  these  efforts,  but  they  are  underfunded  and 
therefore  not  as  valuable  as  they  need  to  be  to  overcome  some  of 
the  bigger  barriers  we  face.  We  believe  that  each  of  these  agencies 
has  the  potential  to  be  of  much  greater  help  to  exporters.  Currently 
very  few  members  of  ETEC  avail  themselves  of  the  services  of 
these  agencies,  either  through  lack  of  knowledge  of  the  programs 
or  frustration  over  lack  of  trade  policy  coordination. 

Some  of  these  programs  may  require  restructuring  or  other  ac- 
tion by  Congress  or  0MB.  Some  may  require  rethinking  on  the 
part  of  new  agency  heads  as  they  seem  to  be  doing  now.  It  is  no 
secret,  Mr.  Chairman,  that  there  is  very  little  constituent  support 
for  this  country's  foreign  assistance  budget;  yet  here  are  the  agen- 
cies that  can  use  that  budget  and  help  promote  strategic  goals  of 
our  country  and  promote  health  and  aevelopment  in  host  nations 
and  foreign  nations  and  create  jobs  here  in  the  United  States. 

I  have  listed  the  specific  problem  areas  which  we  see  in  these 
agencies.  You  have  commented  on  them:  inadequate  information, 
and  particularly  inadequate  funding  of  successful  programs;  lack  of 
trade  policy,  trade  coordination.  These  problems  combine  with 
those  already  mentioned  create  two  overriding  factors  that  affect 
our  membership's  ability  to  export: 

These  two  things  are  lack  of  good  information,  and  lack  of  ade- 
quate financing  for  environmental  projects.  I  have  discussed  some 
of  the  information  problems  we  have,  and  I  would  like  to  address 
briefly  the  financing  aspect. 

Financing  is  a  major  obstacle.  The  financing  of  environmental 
projects  carry  its  own  set  of  problems.  Many  produce  their  own  in- 
come stream,  for  example,  an  ener^  project,  a  power  plant,  an  in- 
dustrial product  plant.  Many  environmental  projects  companies 
cannot  produce  dependable  flows  of  income,  particularly  if  they  are 

f>roposing  to  solve  an  environmental  problem  or  to  meet  a  regu- 
atory  requirement,  thus  jeopardizing  the  payback  of  the  loan. 

It  is  important  that  the  Congress  and  trade  agencies  work  closely 
with  commercial  and  international  lending  institutions  and  the  pri- 
vate sector  to  develop  creative  financing  mechanisms  to  mitigate 
the  risk  to  U.S.  environmental  exporting  firms  and  to  ensure  that 
these  projects  are  undertaken  and  completed. 

I  have  addressed  in  my  testimony,  in  my  longer  statement,  a 
number  of  proposals  for  Members  of  Congress  and  the  private  sec- 
tor calHng  for  solutions.  You  yourself,  Mr.  Chairman,  last  year  led 
an  effort  to  pass  the  jobs  through  Exports  Act  which  established 
the  capital  projects  fund  at  AID.  The  bill  was  signed  into  law  late 
last  year.  We  strongly  support  the  principles  of  this  legislation. 

We  would  be  interested  in  knowing  how  that  legislation  is — ^how 
the  implementation  is  progressing. 

We  are  encouraged  by  other  proposals  such  as  increasin^f  the 
amount  of  capital  available  to  Eximbank,  creating  new  municipal 
funding  sources  to  issue  Federal  guarantees  and  a  reported  admin- 
istration plan  to  create  a  joint  agency  with  the  Mexican  Govern- 
ment that  would  issue  between  $6  and  $8  billion  in  bonds  to  fi- 
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nance  water  clean-up.  They  are  all  important.  They  should  be  seri- 
ously considered. 

Regarding  your  last  question  on  outreach  to  small-  and  medium- 
sized  firms,  we  think  the  industry  itself  is  taking  action  to  assist 
small-  and  medium-sized  environmental  firms.  At  least  we  are 
within  our  own  organization.  Some  of  the  smaller  firms  are  enter- 
ing into  agreements  with  larger  companies  to  the  benefit  of  all  to 
be  able  to  offer  a  more  complete  packapje  of  goods  and  services  on 
the  international  market.  Tne  cooperation  has  been  referred  to  as 
bundling. 

We  suggest  the  agencies  investigate  how  they  mi^ht  encourage 
more  bundling.  In  fact,  we  had  a  very  brief  chat  with  Eximbank 
which  is  familiar  with  this  concept  and  is  encouraged  by  it.  We 
think  that  is  one  of  the  ways  to  get  small  and  medium-sized  firms 
involved  in  the  international  marketplace. 

We  believe  that  there  is  a  great  need  for  our  Government's  trade 
agencies  to  develop  a  coordinated  and  unified  strategy  toward  ex- 
port development  and  promotion  and  to  more  closely  cooperate  with 
business  in  developing  and  funding  its  programs,  and  to  better  co- 
ordinate the  resources  of  all  the  trade  and  development  agencies  to 
avoid  confusion  and  duplication  and  make  better  use  of  our  (Gov- 
ernment's limited  resources. 

We  are  very  encouraged  by  the  Trade  Promotion  Coordinating 
Committee  and  we  believe,  nope  that  they  are  taking  important 
steps  toward  realizing  these  goals.  We  do  not  know  the  details  yet 
of  the  TPCC's  plan,  but  we  emphasize  the  importance  of  private 
sector  input.  We  respectfully  request  your  assistance  to  ensure 
that. 

Mr.  Chairman,  we  compliment  the  staffs  of  the  agencies  for  their 
work  and  express  appreciation  to  this  committee  for  its  thoughtful 
oversight  of  the  programs.  We  think  working  together,  the  public 
and  private  sector,  can  ensure  that  America's  environmental  tech- 
nology and  services  remain  the  best  in  the  world.  We  will  continue 
to  serve  the  world. 

Environmental  technology  is  no  longer  a  luxury.  It  prevents 
plagues,  mutations,  cancers,  and  other  life-threatening  conditions. 
We  will  continue  to  work  closely  with  you  and  other  members  of 
the  subcommittee  and  the  Congress  to  share  our  ideas  and  prob- 
lems and  experience  in  exporting  environmental  technologies. 

We  look  forward  to  your  continued  success  in  making  these  agen- 
cies effective  champions  for  American  business. 

Thank  you. 

Mr.  Gejdenson.  I  have  just  a  couple  of  questions.  I  have  several 
others  we  will  send  to  you  rather  than  making  you  wait  through 
a  vote. 

How  have  you  done  as  an  investor,  David? 

The  State's  program,  I  think,  is  one  that  is  very  courageous,  es- 
pecially since  you  take  the  highest  risks.  Those  people  tnat  have 
their  own  resources  or  can  easily  market  their  products  go  to  the 
traditional  market  place.  Has  that  been  successful  for  the  State  as 
well  as  one  producing  new  jobs  in  the  State  and,  two,  obviously  as 
far  as  a  return  on  investment? 

Mr.  Driver.  I  think  since  the  predecessor  agency  of  Connecticut 
Innovations,  which  was  called  the  Connecticut  Product  Develop- 
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ment  Corporation  was  created  in  the  early  seventies  there,  has  had 
about  3,000  jobs  created  in  small  companies  at  probably  an  esti- 
mated $40  million  over  20  years  worth  of  work.  One  of  the  prob- 
lems with  taking  the  highest  risk  is  that  you  can  lose  as  much 
money  as  a  venture  capitalist  but  cannot  make  as  much  money  as 
a  venture  capitalist  because  you  are  taking  the  risks  that  the  pri- 
vate sector  will  not. 

What  you  are  doing  is  participating  at  the  margin.  New  efforts 
by  the  State  have  been  to  instead  of  utilizing  $2  million  a  year  in 
more  grant-like  operations  is  utilize  more  like  $10  million  a  year 
in  more  pure  investments  but  be  more  narrowly  focused.  The  ear- 
lier years  for  any  new  product  are  critical  and  environmental  tech- 
nology is  one  of  the  key  areas. 

Mr.  Gejdenson.  How  have  you  been  doing  as  far  as  an  investor? 

Mr.  Driver.  We  do  not  make  very  much  money  as  an  investor. 

Mr.  Gejdenson.  Do  you  lose  money? 

Mr.  Driver.  We  lose  money,  yes. 

Mr.  Gejdenson.  But  overall,  you  think  you  are  helping  to  build 
a  critical  base  of  the  industry  in  the  State? 

Mr.  Driver.  The  economic  development  infrastructure  we  are 
creating  belies  that  financial  return  that  the  private  sector  is  look- 
ing for. 

Mr.  Gejdenson.  If  you  look  at  government's  role  in  tax  abate- 
ments for  existing  industries  in  outright  grants,  you  at  least  have 
some  chance  for  repayment  as  oftentimes  we  get  none. 

Mr,  Driver.  Absolutely. 

Mr.  Gejdenson.  What  is  your  sense  on  getting  information  from 
the  Federal  Grovernment?  I  frankly  am  still  frustrated  by  it.  I  am 
not  sure  if  I  can  even  get  a  handle  on  it,  at  times,  as  to  why  that 
information  is  not  there.  My  sense  is  that  as  we  vote  on  the  intel- 
ligence budget  today,  that  we  ought  to  be  focusing  our  resources  on 
the  intelligence  of  finding  out  where  we  have  markets  abroad  as 
much  as  anything  else. 

Is  that  tough  information  to  get  still? 

Mr.  MiZROCH.  Yes.  I  am  carefully  constructing  my  answer.  We  do 
think  that  more  and  better  information  can  probably  be  gathered 
and  disseminated  more  quickly.  There  are  these  trade  data  banks. 
We  are  encouraged  by  the  concept  of  this  one-stop  shopping.  I  don't 
think  that  the  technology  and  database  and  information  that  have 
evidenced  themselves  in  the  private  sector  has  necessarily  been  re- 
alized in  the  Federal  Government  yet. 

Mr.  Gejdenson.  You  should  be  a  diplomat. 

Mr.  MiZROCH.  I  was  once,  Mr.  Chairman. 

Mr.  Gejdenson.  Thank  you. 

We  thank  both  of  you  for  your  patience,  sitting  through  the  hear- 
ing. 

Thank  you. 

Mr.  Driver.  Thank  you. 

Mr.  MiZROCH.  Thank  you. 

[Whereupon,  at  3:50  p.m.,  the  subcommittee  was  adjourned.] 
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Opening  Statement  of  Rep.  Sam  Gejdenson 
Chairman,  Subcommittee  on  Economic  Policy,  Trade  and  Environment 

U.S.  Envir onmenta 1  Exports 
August  4,  1993 

Today  and  tomorrow,  the  Subcommittee  is  holding  hearings  on 
the  need  to  craft  an  effective  export  promotion  strategy  for  the 
U.S.  and  to  devote  sufficient  resources  to  promoting  U.S. 
exports.   We  will  be  looking  at  two  sectors  of  the  economy  which 
are  important  to  the  country  and  to  my  home  state  of  Connecticut: 
today,  environmental  exports,  and  tomorrow,  the  export  of  the 
products  of  defense  diversification  and  conversion. 

When  new  environmental  agreements  where  hammered  out  at  the 
Earth  Summit  last  year,  it  was  good  news  for  the  global 
environment.   But  it  was  also  good  news  for  American  companies 
which  produce  goods  and  services  to  prevent,  reduce,  or  clean-up 
pollution.   As  countries  try  to  live  up  to  their  new  commitments, 
new  market  opportunities  will  be  created  for  environmental  firms. 

Given  the  potential  benefits  of  increased  environmental 
exports  to  American  companies  and  American  workers,  we  must  help 
turn  these  new  market  opportunities  into. actual  exports.   We  need 
to  focus  our  export  promotion  resources  on  the  U.S.  environmental 
industry  for  three  reasons. 

First,  the  U.S.  had  a  $4  billion  trade  surplus  in  the 
environmental  sector  in  1990.   We  have  watched  U.S.  firms  lose 
their  competitive  edge  to  overseas  competitors  in  too  many 
critical  sectors,  and  American  workers  paid  the  price.   The  U.S. 
environmental  industry  must  not  be  allowed  to  lose  its 
competitive  position. 

Second,  environmental  exports  not  only  help  American  firr.s 
and  American  workers,  but  also  help  to  protect  the  global 
environment.   U.S.  firms  manufacture  technology  which  lower 
greenhouse  gas  emissions,  reduce  water  and  air  pollution,  and 
provide  for  safe  disposal  of  waste.   We  all  benefit  by  the 
diffusion  of  this  technology  to  other  nations. 

Third,  the  international  market  for  environmental  goods  and 
services  is  growing  rapidly.   The  global  environmental  market 
currently  stands  at  $270  billion  annually,  of  which  $155  billion 
is  outside  of  the  U.S.,  and  is  expected  to  reach  $400  billion  by 
the  end  of  the  century.   If  U.S.  firms  manage  to  capture  20%  of 
the  growth  anticipated  in  the  overseas  environmental  market,  an 
estimated  300,000  new  American  jobs  will  be  created  over  the  next 
seven  years. 

We  must  ensure  that  U.S.  environmental  firms  are  in  a  good 
position  to  fight  their  European  and  Japanese  competitors  for 
this  growth  market. 

Despite  the  importance  of  the  environmental  sector,  the  U.S. 
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has  clearly  not  allocated  enough  resources  to  promoting 
environmental  exports.   A  comparison  of  export  promotion  spending 
for  manufactured  products  is  a  good  indicator.   The  U.S.  spent 
$231  million  in  1990  to  promote  manufactured  exports,  while 
France  spent  $417  million,  Italy  spent  $309  million,  and  the  U.K. 
spent  $298  million.   If  the  U.S.  is  serious  about  helping  U.S. 
environmental  firms  win  overseas  markets,  these  figures  must 
change. 

Aside  from  the  spending  issue,  U.S.  export  promotion 
programs  need  to  be  fine-tuned  and  better  coordinated  to  ensure 
that  U.S.  environmental  firms  get  the  help  they  need.   President 
Clinton  has  fortunately  called  for  the  development  of  an 
environmental  export  promotion  strategy  to  solve  this  problem. 

In  developing  this  strategy,  the  Administration  must  consult 
closely  with  environmental  companies  to  ensure  that  the  strategy 
meets  their  needs.   The  agencies  involved  in  crafting  the 
strategy,  especially  EXIM,  OPIC,  TDA  and  the  Commerce  Department, 
also  need  to  reach  out  to  small-  and  medium-sized  environmental 
exporters  and  encourage  them  to  take  advantage  of  existing 
programs. 

It  is  critically  important  that  these  steps  be  taken.   In  my 
home  state  of  Connecticut,  there  are  over  500  environmental 
firms,  all  of  whom  should  be  selling  their  products  and  services 
overseas.   Increasing  environmental  exports  from  Connecticut 
would  be  a  great  boost  to  the  local  economy,  and  position  the 
state  to  be  a  major  player  in  the  international  environmental 
marketplace  in  the  21st  Century. 

I  would  like  to  commend  Rep,  Gerry  Studds,  Chairman  of  the 
Merchant  Marine  and  Fisheries  Committee,  and  Rep.  Elizabeth  Furse 
for  focusing  attention  on  this  important  subject,  and  I  look 
forward  to  their  testimony  today. 

I  would  also  like  to  thank  today's  other  witnesses  for  their 
flexibility  in  arranging  today's  hearing  and  for  testifying 
today. 
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Thank  you,  Mr.  Chairman,  for  providing  the  opportunity  for  me 
to  comment  on  support  for  the  export  of  environmental  technology, 
a  topic  of  utmost  :.mportance  to  the  U.S.  economy  and,  of  course, 
the  Export-Import  Bank  of  the  United  States  ( "Eximbank" ) . 

Let  me  say  at  the  outset  that  I  commend  you  for  your  interest 
in  this  subject.  Properly  pursued,  increasing  these  expcr::s  will 
result  in  more  U.S.  jobs  here  at  home  and  improve  the  global, 
environment.  I  believe  chat  the  Eximbank  represents  one  of  che 
fox-emost  examples  of  how  government  and  the  private  sector  can  work 
together.  With  the  proper  coordination  within  the  governmer.-  as 
well  as  cooperation  between  the  government  and  the  private  sec-or, 
I  think  the  United  States  stands  poised  to  compete  for  a  large 
share  of  the  world  market  for  these  exports,  a  market  which  is 
generally  predicted  to  equal  or  exceed  $50C  billion  by  che  end  cf 
this  decade. 
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The  Export-Import  Bank's  Experiance  with  gnvironirKaptal  Exports 

Let  me  begin  by  briefly  outlining  some  of  the  steps  that  Exim 
and  the  rest  of  the  government  are  already  taking  in  this  area.  We 
stand  ready  to  continue  our  vital  role  of  providing  financing  for 
environmental  exports.  I  say  "continue",  because  the  Bank  is  no 
stranger  to  such  exports.  So  far  this  fiscal  year,  Eximbank'a  loan 
and  guarantee  programs  have  supported  a  wide  variety  of  American 
environmental  exports,  including: 

a  feasibility  study  for  a  water  and  sewage  infrastructure 
project  in  Istanbul,  Turkey; 

U.S.  equipment,  technology  and  project  management 
ser/ices  to  improve  water  resources  and  infrascructurs  in 
rural  areas  of  Venezuela; 

and  a  wide  array  of  U.S.  pollution  control  equipment  and 
clean,  energy  efficient  technologies  in  oil  refineries, 
chemical  plants,  paper  mills  and  mining/smelting 
operations,  which  serve  to  curtail  air  and  water 
pollarion  and  ease  the  demand  on  natural  resources. 

With  Its  programs  of  loans,  guarantees,  and  insurance,  as  well 
as  its  special  prcgrams  for  small  business  such  as  che  working 
capital  guarantee,  the  Bank  is  playing  an  active  role  in  helping  ts 
support  environmental  exports.   But  as  I  previously  stated,  wich 
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improved  coordination  within  the  Administration  and  further 
cooperation  with  the  Congress,  we  feel  that  our  role  may  be  even 
more  active. 

The  mission  of  Eximbank  is  to  create  and  maintain  jobs  here  in 
the  United  States.  We  do  this  by  providing  financing  for  exports 
in  situations  where  commercial  financing  is  not  available  and  where 
U.S.  companies  an*  at  a  competitive  disadvantage  when  bidding 
against  subsidized  foreign  competitors.  In  essence,  we  see  our 
mission  as  "leveling  the  financial  play  field"  and  helping  U.S. 
companies  compete  in  the  export  of  environmental  goods  and 
services . 

We're  approaching  our  goal  on  two  parallel  tracks.  First, 
through  strengthening  our  own  efforts  at  the  Bank,  and  second, 
through  our  involvement  in  a  number  of  interagency  groups  charged 
with  developing  a  government -wide  strategy  for  the  promotion  of 
environmental  exports . 

Eximbank  Activities 

As  you  know,  in  the  Export  Enhancement  Act  of  1992  the  Bank's 
charter  was  modified  to  allow  the  Board  of  Directors,  for  the  firsi 
time,  to  dai-.y  cases  based  on  environmental  grounds.  Ac  the  sam.e 
tim.e,  the  Bank  was  given  a  mandate  to  ancoarage  the  prcnoti:tn  of 
environmentally  beneficial  goods  and  ssrv/'ices.    In  i-espcr.se  co 
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this,  Exim  formed  an  Environmental  Task  Force  and  Environmental 
Working  Group  to  develop  options  on:  1)  criteria  for  using  the 
Board  of  Directors'  new  authority  to  deny  support  for  the  sale  of 
environmentally  damaging  products;  and  2)  enhancing  existing 
programs  and  processes  to  encourage  environmentally  beneficial 
export  sales  in  conjunction  with  interagency  coordinating 
activities,  which  I  will  discuss  shortly.  A  full  range  of  options 
is  now  being  reviewed  for  each  of  these  initiatives. 

Exinbank  and  Small  Business 

Given  Eximbank's  primary  mission  to  provide  financing  for  U.S. 
exports,  the  Bank  has  recognized  the  absolute  imperative  cf 
providing  export  finance  programs  useful  to  the  smaller  exporter, 
including,  of  course,  exports  of  environmental  goods  and  services, 
even  before  the  Trade  Promotion  Coordinating  Committee  (tpcc) 
process  began,  in  March  of  1952,  Eximbank  reorganized  its  progra^-.s 
serving  small  and  medium-sized  businesses  and  created  a  Smaii 
Business  Division.  Accompanying  this  reorganization  were  several 
substantive  change'?  in  the  Working  Capital  Guarantee  (WCg:  and 
Expert  Credit  Insurance  (ECI)  Programs.  Most  recently  in  raid-May, 
Eximbank  formed  a  WCG  Program  Task  Force  with  the  primary  cbjective 
cf  -avaluating  a  var:.ety  of  vays  to  further  enhance  the  WCG  progran'. . 
The  goal  is  to  achieve  even  greater  narket  acceptance  and  utility 
of  the  WCG,  particularly  by  the  banking  sector  which  providea  the 
funding,  but  ultim.ately  for  the  benefit  of  small  and  medium-sized 
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companies  that  the  program  is  intended  to  serve.  The  stimulus  for 
these  changes  is  that,  despite  programmatic  changes  over  the  past 
year  and  a  half  and  demonstrable  --  albeit  moderate  --  growth,  many 
of  the  smaller  regional  banks  still  are  not  using  the  program. 

This  Task  Force  has  not  been  a  "solo  enterprise."  Rather,  it 
has  been  an  example  of  the  U.  S.  Government  agencies  working 
together  and  in  concert  with  the  private  sector.  Specifically,  the 
Tas.'c  Force  is  comprised  of  Eximbank  staff.  Small  Business 
Administration  (SEA)  officials  and  representatives  from  private 
financial  institutions.  The  insights  and  specific  reccmmendations 
provided  by  both  SBA  and  the  lending  institutions  have  been 
valuable  --  so  much  so  that  the  revised  program  is  expected  to 
incorporate  many  of  their  recommended  changes,  while  the  specific 
details  of  the  revised  program  have  not  been  finalized,  we  believe 
the  enhancements  now  under  consideration  will  attract  a  much 
broader  constituency. 

In  the  future,  Eximban^:  must  continue  to  adapt  its  programs 
and  policies  to  better  serve  the  changing  needs  of  the  small  and 
med.ium- sized  businsiss  sector.  I  can  assure  you  that  Sxitr.ban"-:  will 
continue  to  take  the  mission  of  supporting  small  and  medium-sized 
businesses  seriously,  and  will  continue  its  vigorous  s-ppcrt  of  the 
TrCC  process.  We  will  draw  upon  the  cccperative  s;pirit 
demcnscrated  in  the  TPCC  process  and  involve  the  U.S.  Sovernment, 
state  and  local  governments  and  the  private  sector. 
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Bximbank  Environmental  Outreach 

In  the  past  few  months,  Eximbank  staff  have  participated  in  a 

variety  of  environmental  trade  fairs,  missions  and  conferances, 

including  the  SCOBRAZIL  trade  show  in  Sao  Paolo  held  in  support  of 

the  1992  Rio  Earth  Summit,  and  events  in  Hungary,  Venezuela,  China, 

and  several  here  in  the  United  States,  including  Connecticut,  where 

in  June  our  vice  President  for  Engineering  represented  us  at  the 

conference  "Gas  Turbines:  Connecticut's  Engine  for  Growth".   In 

September,  the  Bank's  staff  will  advise  both  exporters  and  buyers 

of  environmental  technologies  about  current  Bank  programs  at  the 

ENVIRONMEX  conference  in  Mexico. 

A  few  weeks  ago,  I  had  the  opportunity  along  with  Secretary 

of   Commerce,   Ronald   H.   Brown,   and   Administrator   of   the 
Environmental  Protection,  Agency  Carol  Browner,   co  meec  wich 

environmental  exporters  at  a  conference  organized  by  the  U.S. 

Environmental  Business  Coiincil  here  in  Washington.  It  was  excicing 

fcr  me  to  hear  abcut  the  innovative  technologies  than  are  bsing 

developed  all  around  our  nation.   I  can  assure  you  chat  we  at 

Eximbank  are  committed  to  listening  closely  to  the  .needs  of  our 

custoners  in  the  private  sector  as  we  develop  our  programs . 
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Adminisuratlon  Coordinacion  of  Environmental  Exports  PromQf.inn 

President  Clinton,  in  the  apeech  he  delivered  on  Earth  Day, 
announced  a  govamment-wide  effort  to  increase  exports  of  U.S. -made 
environmental  technologies  and  to  improve  our  competitiveness  in 
the  growing  world  market  for  environmentally  sound  produces  and 
services.  As  a  response  to  this  apeech,  the  Administration 
established  an  Interagency  Working  Group  on  Environmental  Exports 
led  by  the  Department  of  Commerce.  In  addition  to  the  Department 
of  Commerce,  the  group  includes  such  departments  and  agencies  as 
the  Office  of  Science  &  Technology  Policy,  the  Departn^ent  of 
Energy,  Eximbank,  and  the  Environmental  Protection  Agency,  and 
meets  at  least  weekly  to  evaluate  and  coordina-e  intra -governxental 
efforts  at  trade  promotion. 

The  objective  of  this  interagency  group  is  to  propose  a 
government -wide  strategy  for  promoting  the  develcpx.enc, 
commercialization  and  export  of  U.S.  environmental  technolcgies . 
This  group  recognizes  that  access  to  export-related  financing  is 
crucial  to  the  success  of  U.S.  environmental  exporters  a.-.d  is 
seeking  input  from  environmental  exporters  to  identify  cheir 
financing  needs  and  find  ways  to  improve  the  services  and  outreach 
of  government  financing  institutions.  I  expect  the  recon'imendaticns 
of  this  group  to  be  available  early  this  fall. 
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The  TPCC,  which  was  given  a  statutory  mandate  last  year  in  the 
Export  Enhancement  Act  of  1992,  has  an  Energy,  Environment  and 
Infrastructure  Working  Group.  Secretary  Brown  Is  the  head  of  the 
TPCC  and  I  am  pleased  that  he  asked  me  to  serve  as  the  Co-Chairman 
of  the  Deputies  Group.  Like  the  Interagency  Working  Group,  the 
TPCC  group  includes  representatives  from  a  cross  section  of 
relevant  agencies.  The  efforts  of  the  interagency  group  are 
complementary  to  the  TPCC  process.  I  am  happy  to  say  that 
throughout  this  entire  process,  government  personnel  have  solicited 
the  opinion  of  the  private  sector  and  experienced  academics  on 
future  government  policy.  Our  goal  is  to  develop  policies  that 
will  assist  the  private  sector  in  meeting  the  challenges  of  a  very 
competitive  world  market  and  establish  procedures  where  government - 
private  sector  dialogue  becomes  a  standard  method  of  operation. 
This  way,  misunderstandings  cam  be  kept  to  a  minimum  and  the 
government  can  be  kept  apprised  of  new  developments  and  the  need 
for  changes  in  policy. 

Conclusion 

Let  me  conclude  by  emphasizing  that  everyone  at  the  Bank  is 
aware   of   the   importance   of   the   market   for   environmental 
technclogi«£,  and  of  the  fact  that  this  market  is  growing  rapidly. 
We  are  dedicated  to  assuring  that  awarer.ess  of  environmental 
concerns,  as  mandated  in  our  charter,  is  strictly  adhered  to  in  all 
with  you  and  other  Members  of  Congress  to  assure  that  the  "level 
playing  field"  that  we  hear  so  much  about  becomes  a  reality  for 
U.S.  exporters,  and  that  government  support  for  U.S.  exporters,  so 
that  they  can  compete  in  a  very  difficult  world  market  and  maintain 
and  expand  the  U.S.  job  base,  is  second  to  none. 
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Mr.  Chainnan  and  Members  of  the  Subcommittee, 

Thank  you  for  inviting  me  to  testify  before  you  today.  This  is  the  first  time  I  am 
appearing  before  any  congressional  committee  or  subcommittee  as  President  of  the  Overseas 
Private  Investment  Corporation  and  am  pleased  to  talk  about  an  important  subject  —  increasing 
U.S.  environmental  exports. 

I  want  to  thank  you.  Mr.  Chairman.  Mr.  Roth,  and  the  others  members  of  the 
Subcommittee,  for  your  strong  past  support  of  the  Overseas  Private  Investment  Corporation. 
Both  the  "Jobs  Through  Exports  Act  of  1992",  as  well  as  this  year's  foreign  assistance 
authonzation  bill,  give  OPIC  the  authority  and  capacity  to  provide  sufGcient  insurance,  loans, 
and  loan  guaranties  to  support  U.S.  private  investment  projects,  particularly  in  the  Newly 
Independent  States  (NTS)  of  the  former  Soviet  Union.  These  efforts  will  strengthen  America's 
resolve  to  advance  economic  reform  and  democratization  in  the  region. 

Protftctlnq  th«  Environment 

Protection  cf  the  environment  is  a  top  priority  for  both  OPIC  and  this  Administration. 
As  I  will  discuss  in  mere  detail,  I  have  established  a  three  point  program  for  OPIC  on  the 
environment 

First,  OPIC  most  more  aggressively  identify  and  seek  environmental  business.  This 
means  mere  missions,  more  outreach  and  more  'vargedng  of  resources. 
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Second,  we  inteod  to  boost  investments  of  environmental  projects  through  the 
Environmental  Growth  Fund. 

And  third,  we  intend  to  do  an  even  better  job  in  screening  and  monitoring  for 
environmental  problems. 

In  undertaking  this  program,  we  want  to  build  on  and  expand  the  initiative  of  this 
Subcommittee  that  introduced  substantive  environmental  criteria  into  OPIC's  stanite  during  the 
1985  reauthorization. 

1 .         Identification  of  Naw  Bualnaaa  Qpportunltlaft 

The  first  part  of  our  environmental  focus  is  to  aggressively  identi^-  new  investment 
opportunities  for  U.S.  environmental  companies  in  the  emerging  markets  of  the  developing 
world,  Eastern  Europe  and  the  former  Soviet  Union. 

To  do  this  we  are  targeting  our  markets  carefully,  looking  for  countries  where  U.S. 
"envirotech"  companies  have  a  competitive  advantage  based  on  their  technolog>'  and  the 
resources  that  OPIC  and  other  U.S.  government  agencies  can  bring  to  the  table. 

We  are  cooperating  with  other  agencies  to  maximize  our  resources  and  avoid 
duplication  of  effort.  With  support  from  the  Latin  America  and  Caribbean  Bureau  at  the 
Agency  for  International  Development,  OPIC  is  now  actively  planning  an  environmental 
investment  mission  to  the  key  Latin  American  markets  of  Chile,  Argentina  and  southern  Brazil. 
The  mission  is  currendy  scheduled  for  late  Fall.  The  mission  will  permit  OPIC  to  take  a 
proactive  position  in  promoting  new  environmentally  beneficial  investment  opportunities  in  this 
growing  market. 
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Also,  as  a  member  of  Trade  Promotion  Coordinating  Committee  (TPCC),  we  are 
participatiag  in  the  Environmental  Trade  Working  Oroup,  established  by  the  Export 
Enhancement  Act  of  1992.  Through  that  Worldng  Group  we  are  also  participating  in  the 
Interagency  Working  Group  on  Environmental  Technologies  that  was  formed  to  implement  to 
inclement  the  strategy  announced  by  the  President  in  his  Earth  Day  address. 

U.S.  multinational  companies  investing  overseas  are  a  natural  market  for  U.S. 
environmental  technology.  Together  with  the  U.S.-Asian  Environmental  Parmership,  we  are 
developing  a  program  to  identify  these  companies,  beginning  with  OPIC-assisted  projects  in  the 
Asian-Pacific  region.  OPIC  has  also  participated  with  the  Commerce  Department  and  the 
Trade  and  Development  Agency  in  environmental  business  missions  to  the  Czech  and  Slovak 
Republics  (then  Czechoslovakia),  Hungary,  Indonesia  and  Malaysia. 

Several  state  governments  have  taken  the  initiative  of  establishing  environmental  export 
promotion  programs.  We  think  it  is  important  to  support  these  efforts.  OPIC  is  working  with 
the  California  Energy  Commission  to  develop  joint  ventme  opportunities  in  the  environmental 
and  renewable  energy  sectors  in  India.  India  has  recently  liberalized  its  economy  and  opened 
its  power  sector  to  foreign  direct  investment. 


2. New  OPIC  Programa  and  Sarvleea. 

OPIC'b  PropoMd  Environmental  Investment  Fund. 

The  second  part  of  our  plan  wi il  be  a  new  program  to  increase  OPIC  support  for 
environmental  projects  through  the  OPIC  sponsored  Environmental  Investment  Fund  to 
supplement  our  existing  tools  of  finance  and  political  risk  insurance. 
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As  you  may  recall,  Mr.  Chainnan,  a  few  years  ago  OPIC  developed  a  proposal  for  an 
environmental  investment  fund  that  would  provide  a  source  of  private  equity  capital  for 
investments  in  environmentally  beneficial  projects  worldwide.  The  Fund  was  modeled  on  other 
successful  limited  partnerships  that  OPIC  has  sponsored  in  Africa  and  Asia,  and,  more  recently, 
in  Poland  and  Israel. 

In  July  1 990,  OPIC's  Board  of  Directors  authorized  OPIC  to  use  up  to  $40  million  of  its 
investment  guaranty  authority  to  help  capitalize  a  Fund  of  up  to  $100  million.  By  the  time  the 
Fund  was  ready  to  be  marketed  in  early  1991  the  equity  market  had  entered  a  severe  slump  and 
the  placement  a^ent  was  unable  to  raise  the  necessary  capital. 

One  of  my  first  initiatives  at  OPIC  was  to  direct  the  OPIC  staff  to  make  every  effort  to 
capitalize  the  Environmenial  Investment  Fund  as  soon  as  possible.  OPIC  is  working  with  a 
new  manager  and  we  expect  the  Fund  to  enter  the  capital  markets  this  year.  I  am  optimistic  that 
with  our  leadership  and  detennination,  the  Fund  will  succeed  in  reaching  a  level  of 
capitalizauon  sufficient  to  begin  making  investments  in  1994. 

Other  OPIC  Programs 

While  providing  new  programs,  OPIC  will  continue  to  provide  the  critical  tools  of 
financing  and  political  risk  insurance  needed  by  the  private  sector  to  their  projects  to  execute 
their  environmental  projects. 

Let  me  outline  for  you  in  greater  detail  how  OPIC  can  assist  American  business  in 
implementing  iiiiemational  business  opportunities. 

t 

As  you  know,  0?I<i;  was  established  as  a  self-sustaining  corporation  by  Congress  in 
1969,  as  part  of  our  nations  foreign  assistance  program.  Today  we  provide  U.S.  companies 
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with  project  finance,  political  risk  insurance  and  pre>investment  services  for  investments  in 
developing  countries  and  emerging  economies. 

Moreover,  OPIC  operates  on  a  financially  sound  basis.  In  FY  1992,  accomplished  its 
mission  at  no  net  cost  the  taxpayer.  OPIC's  political  risk  insurance  program  operates  wi±out 
taxpayer  assistance,  relying  solely  on  income  £rom  premiums  and  accumulated  reserves. 
OPIC's  finance  program  operates  on  a  subsidy  appropriation  basis,  which  allowed  OPIC  in  FY 
1992  to  leverage  less  than  S4  million  in  subsidy  to  yield  almost  S300  million  in  loans  and  loan 
guaranties  for  U.S.  companies.  Although  not  required  by  law,  in  FY  1992  OPIC  remmed 
earnings  from  its  insurance  program  to  the  U.S.  Treasury  which  more  than  covered  the  funds 
appropriated  to  it. 

Since  OPIC  began  offering  these  services  to  U.S.  businesses,  our  mandates  have 
expanded  geographically  and  functionally,  while  our  staff  has  remained  lean  and  highly 
productive.  OPIC  now  operates  its  programs  in  nearly  140  countries,  including  almost  all  of 
the  republics  of  the  former  Soviet  Union.  Added  to  our  original  development  mandate  is  an 
equally  strong  mandate  to  promote  U.S.  exports  and  U.S.  jobs.  Today,  OPIC  helps  U.S. 
companies  compete  more  effectively  in  the  global  marketplace,  creates  jobs  here  at  home, 
increases  exports  of  U.S.  products  and  facilitates  the  spread  of  free  enterprise  and  democracy, 
while  at  the  same  time,  helping  the  developing  world. 

3.        Evan  Better  Environmental  Pro|act  Review  and  Monltortny 

The  third  part  of  our  environmental  program  is  careful  review  and  monitoring  of  OPIC 
projects  to  make  certain  they  meet  acceptable  standards. 
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OFIC  makfift  every  effort  to  ensure  that  projects  it  supports  do  not  ad\'ersely  affect  the 
environment,  worker  safety  or  public  he&lth.  OPIC  carefully  screens  all  proposed  projects  for 
environmental  effects  and  denies  assistance  to  any  project  which  would  significantly  harm  the 
environment   When  OPIC  receives  an  application  for  a  project  that  does  not  meet  its 
environmental  criteria,  OPIC  may  suggest  mitigative  measures  that,  if  effectively  in^lemented, 
would  make  the  project  eligible.  If  the  investor  is  unable  or  unwilling  to  implement  such 
measures,  OPIC  will  reject  the  project. 

From  FY  1989  through  FY  1992,  OPIC  conducted  environmental  assessments  for  274 
projects.  The  Corporation  formally  declined  assistance  to  1 1  of  these  projects  'exclusively  on 
environmental  grounds.  (OPIC  also  informally  discouraged  many  other  environmentally 
questionable  projects  at  the  pre-q>plication  stage  based  on  the  sensitivity  and  awareness  of 
OPIC  personnel  to  our  environmental  criteria).  In^lementing  these  criteria  has  sensitized 
OPIC  to  the  needs  of  the  developing  world  and  the  newly  emerging  economies  and  to  the  vast 
potential  for  exports  of  U.S.  environmental  technology,  both  goods  and  services. 

Outlook  for  Envlronmantal  Export  Opportunltiea 

The  U.S.  environmental  industry  has  evolved  by  meedng  the  needs  of  a  huge  domestic 
market.  Today,  there  are  about  62,000  American  companies  in  the  pollution  abatement  and 
environmental  protection  industry,  with  a  total  revenue  of  $86  billion  amounting  to  nearly  2% 
of  U.S.  GNP.  While  this  market  is  still  growing,  it  also  is  changing  technologically  from  a 
market  focused  en  pollution  control  and  abatement  to  one  geared  towards  prevention  and 
management  of  environmental  risks. 

In  t^ie  meantime,  overseas  environmental  markets  are  big  and  getting  bigger.  As  other 
nations  seek  to  ei±ance  their  own  environmental  quality  and  upgrade  their  environmental 
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standuxla,  opportunities  are  emerging  for  the  United  States  to  supply  the  rest  of  the  world  with 
American  environmental  technology  at  competitive  prices. 

Although  the  industrialized  countries  will  continue  to  comprise  the  largest  maricet  for 
environmental  technologies  in  the  foreseeable  &ture,  their  growth  rates  will  soon  be  overtaken 
by  those  of  the  emerging  markets  of  the  developing  world  and  the  countries  in  transition  to 
market  economies.  These  markets  are  growing  in  response  to  decades  of  urbanization  and  rapid 
industrialization  with  little  attention  to  the  environmental  impacts. 

According  to  a  recent  OECD  study,  the  global  production  of  goods  and  services  for 
pollution  abatement  and  environmental  protection  is  now  estimated  at  $200  billion  and  is 
projected  to  grow  into  a  $300  billion  market  by  the  turn  of  the  cenmry.  An  industry  analyst 
estimates  that  more  than  300,000  new  jobs  could  be  created  in  the  United  States  through 
enhanced  exports  of  environmental  technology.  We're  talking  about  one  of  the  fastest  growing 
industries  over  the  next  twenty  years,  a  catalyst  for  U.S.  economic  development  and  job 
creation. 

Oo\'emments  of  other  industrialized  countries  are  increasingly  regarding  their  domestic 
environmental  industries  as  a  strategic  sector  and  have  estabhshed  aggressive  export-oriented 
programs  providmg  technical  and  financial  support  for  their  environmental  indusuies. 

Our  competitors  recognize  that  while  exports  are  necessary  for  a  viable  and  competitive 
envirotech  induslry,  exports  alone  are  not  sufficient  Globalization  is  already  pushing  the 
environmental  industry  towards  direct  investment  through  cross  border  mergers  and 
acquisitions,  joint  ventures  or  collaboration  with  foreign  parmcrs.  To  compete  overseas.  U.S. 
companies  need  an  overseas;  presence. 
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The  Subcommittee  bu  also  requested  that  I  address  other  specific  issues  in  my 
testimony.  One  of  these  is  how  does  OPIC  contribute  to  the  promotion  and  di^sion  of  U.S. 
environmental  technology? 

OPIC's  Contribution  to  Exports  of  U.S.  EnTironmental  Technology. 

OPIC  contributes  both  directly  and  indirectly  to  the  export  of  U.S.  environmental 
technology.  During  the  past  several  years  OPIC  has  assisted,  with  political  risk  insurance  or 
financing,  {proximately  fifty  projects  involving,  as  their  primary  objective,  the  export  of  U.S. 
environmental  technolog}',  both  goods  and  services.  These  projects  arc  expected  to  result  in  a 
total  of  $618  million  in  U«S.  exports  of  environmental  and  alternative  energy  technologies  and 
to  generate  about  6,300  person-years  of  U.S.  employment. 

Let  me  offer  a  few  examples  of  the  types  of  environmental  investments  thai  OPIC  has 
assisted; 

Ford  Motor  Compan\/Bra7il.    In  Brazil,  the  Ford  Motor  Company  is  manufacniring 
emission  control  equipment  for  sale  to  the  Brazilian  automotive  industry.  The  electronic 
emission  control  devices  are  required  to  meet  new,  more  stringent,  emissions  standards 
adopted  in  Brazil.  Ford  has  the  technological  and  manufacturing  expertise  to  exploit  this  new 
market  in  which  direct  U.S.  exports  would  be  unable  to  compete.  The  manufacturing  project 
will  result  in  $4.45  million  in  initial  U.S.  procurement  and  in  ongoing  U.S.  procurement  of  $10 
million  anmudly. 

Environmental  Sxsurms  Cnrporarion/Slnvak  Republic.  In  the  Slovak  Republic,  OPIC  is 
assisting  a  project  by  the  Environmental  Systems  Corporation  to  provide  environmental 
engineering  services,  monitoring,  and  equipment  to  industries  located  in  the  newly  democratic 
countries  of  Eastern  Europe.  Environmental  Systems  will  apply  U.S.  technologies  to  the 
monitoring  of  air  quality,  water  quality  and  stack  emissions  in  addition  to  providing 
engineering  services  for  pollution  control.  This  project  will  assist  these  formerly  communist 
states  to  build  much  needed  capacity  in  the  area  of  pollution  monitoring  and  control.  Over  the 
first  five  years  of  operation.  Environmental  Systems  will  be  directly  responsible  for  almost  $3 
million  in  direct  U.S.  procurement. 
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pq  NnUin^s  Corporation/Thailand.  PQ  Holdings,  a  small  U.S.  company,  is  entering 
the  Asian  market  for  phosphate-free  detergents  with  projects  financed  and  insured  by  OPIC  in 
Thailand.  PQisa  manufacturer  of  synthetic  zeolites,  which  substitute  for  phosphates  in 
laundry  detergents,  and  will  contribute  to  reducing  water  pollution  in  Thailand's  urban  areas. 
U.S.  exports  resulting  from  this  investment  will  amount  to  $3  million. 


Harhert  Intemational/Ewvot  OPIC's  support  of  an  AlD-funded  sewerage  construction 
project  in  Egypt  provides  a  good  example  of  U.S.  Government  agencies  working  together  to 
provide  exports  and  jobs  for  U.S.jinns.  With  the  support  of  $20  million  in  OPIC  insurance, 
Harbert  Jones  Companies,  a  joint  venture  between  Bill  Harhert  International  Construction  of 
Birmingham,  Alabama,  and  J  A.  Jones  Construction  Company  of  Charlotte,  North  Carolina, 
won  the  $115  million  contract.  By  providing  the  necessary  insurance  to  this  U.S.  joint  venture, 
over  $85  million  in  procurement  dollars  viere  returned  to  the  U.S.  economy,  generating  858 
person  years  of  employment.  A  follow-up  project  awarded  to  Harbert  Jones  Companies 
resulted  in  another  $32  million  in  procurement  and  231  person-years  of  U.S.  employment. 


OPIC  also  conmbuies  to  the  export  of  U.S.  environmental  technologies  in  several 
indirect  but  impoitant  ways.  OPIC  operates  on  the  premise  that  exports  usually  follow  direct 
investment.  The  link  between  investment  and  trade  has  not  always  been  well-recognized  but  it 
is  strong  and  growing.  A  July  7, 1993  New  york  Times  article  reported  that  "trade  experts  say 
they  have  found  a  striking  correlation  between  investment  and  exports..."  The  article  goes  on  to 
state  that  "investments,  not  just  low  tariffs  and  open  markets,  are  the  engine  for  sales  in 
foreign  markets."  (Emphaiis  added).  According  to  Edward  Graham  of  the  Institute  for 
International  Economics,  "Overwhelmingly,  U.S.  exports  of  manufactured  goods  go  to 
countries  where  there  is  substantial  U.S.  direct  investment  presence." 

Because  of  OPIC's  selectivity  in  supporting  only  those  investments  that  are  m  no  way 
detrimental  to  the  U.S.  ecoromy,  investments  assisted  by  OPIC  result  in  an  even  stronger 
relationship  between  investments  and  U.S.  jobs.  Since  OPIC  began  operating  in  1971,  projects 
supported  by  OPIC  have  generated  an  estimated  532  billion  of  U.S.  exports,  producing  some 
381,000  person-years  of  employment  for  Americans.  For  example,  in  Venezuela  OPIC  insured 
a  portion  of  GTE's  equity  investment  m  Ven  World  Telecom  C.A.  to  help  privatize,  expand. 
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and  modernize  the  Venezuelan  national  telephone  system.  In  addition  to  upgrading  the 
country's  telecommunications  infrastructure,  the  project  is  e:q>ected  to  maintain  existing 
employees  and  create  new  jobs  within  the  Venezuelan  economy.  Significant  benefits  to  the 
U.S.  economy  will  also  result,  including  the  procurement  of  operational  inputs  from  American 
manufacturers  totaling  approximately  $740  million  during  the  firs:  five  years  of  project 
operations. 

In  FY  1992  alone  OPIC  facilitated  a  record  $8  billion  in  total  investment,  through  the 
issuance  of  $3.4  billion  in  insurance  and  commitments  of  $274  million  in  direct  loans  and  loan 
guaranties.  These  investments  are  projected  to  result  in  direct  U.S.  exports  of  $3. 1  billion,  as 
well  as  more  than  24,173  person-years  of  U.S.  employment. 

OPIC's  investment  criteria  contribute  directly  to  U.S.  exports  of  environmental 
technology  by  requiring  U.S.  companies  operating  in  developing  countries  and  emerging 
economies  to  apply  international  standards  of  environmental  management  To  meet  these 
requirements,  companies  usually  find  it  cost-effective  to  use  the  same  U.S.  technology  they  use 
in  their  domestic  operations.  Over  the  past  several  years,  OPIC's  policy  has  created  many 
opportunities  for  U.S.  environmental  equipment  suppliers  as  well  consulting  firms,  in  countries 
where  host  government  regulation  has  traditionally  been  weak  or  even  non-existent. 

For  example,  you  may  have  noticed  a  front-page  article  in  the  Wall  Street  Journal  on 
June  18, 1993,  describing  the  activities  of  U.S.  mining  firms  in  Latin  America.  One  of  the 
firms  mentioned  in  the  article  was  Battle  Mountain  Gold,  which  was  hailed  for  its  application 
of  U.S.  environmental  standards  at  its  new  Kori  KoUo  gold  mine  located  high  in  the  Andes. 
According  to  the  article,  these  standards  were  adopted  at  the  request  of  international  lending 
insdmtions.  Among  the  lenders,  it  was  OPIC  that  took  tbe  lead  in  requiring  that  U.S. 
environmental  standards  be  applied  to  the  project. 
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Another  way  in  which  OPIC  contributes  to  the  promotion  and  difiusion  of  U.S. 
environmental  technology  is  to  notiiy  host  governments  of  U.S.  environmental  laws  and 
regulations  affecting  environmentally  sensitive  projects.  This  provides  foreign  governments 
with  environmental  regulatory  models  that  are  compatible  with  the  environmental  technologies 
developed  by  U.S.  companies  to  comply  with  these  regulations.  OPIC's  environmental 
notiiicatioas  have  been  provided  to  countries  as  diverse  as  Brazil,  India,  Saudi  Arabia  and  the 
Philippines. 

Conelualon 

In  closing,  let  me  offer  a  final  observation.  OPIC  is  committed  to  increasing  our  exports 
of  environmental  technology  and  improvement  of  our  global  environment.  Our  three  point 
program  to  find  business  opportunities,  provide  the  tools  make  the  opportunities  happen,  and 
closely  review  and  monitor  projects  will  allow  OPIC  to  better  assist  in  this  effort. 

That  notwithstanding,  and  with  due  respect  to  our  coordinated  U.S.  Govemn^ent  agency 
efforts,  there  is  no  substimte  for  the  energy  and  commitment  of  environmental  entrepreneurs. 
The  U.S.  enviroimiental  industry  has  exhibited  great  creativity  and  marketing  prowess  in  the 
dynamic  and  competitive  North  American  market.  It  can  not  afford  to  do  less  --  in  fact,  it  must 
do  more-  to  compete  effectively  in  the  emerging  global  market.  That  is  why  I  am  pleased  to 
see  the  U.S.  industry  coming  together  in  trade  associations  such  as  the  Environmental 
Technology  Export  Council  and  the  Environmental  Business  Council.  By  working  with 
organizations  such  as  these,  as  wall  as  with  individual  companies,  the  U.S.  government  will  be 
better  prepared  to  focus  its  programs  and  limited  resources  where  we  can  do  the  most  good,  for 
both  the  environment  and  for  our  own  economy. 
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U.S.  TRADE  AND  DEVELOPMENT  AGENCY 


TESTIMONY  OF-  NANCY  D.  FRAME 

ACTING  DIRECT  OK 

U.S.  TRADE  AND  DHVEL01*Mr:NT  AGENCY 

BEFORirniE 

HOUSE  COMMm'Ei:  ON  FOREIGN  AFFAIRS 

SUBCOMMITTEE  ON  ECONOMIC  POLICY.  TRADE  AND  ENVIRONMENT 

AllGU.Sr  4,  IW3 

Good  afternoon  Mr.  Chairman  and   Mcintx:rs  ol   the  Subcommittee.     I 
am  plea.sed  to  appear  belorc  your  .SiilKommittco  today  to  di.scu.ss  the 
role  of  the  U.S.  Trade  and  Development  Agency  (TDA)  in  promoting 
exports  of  U.S.  environmental  technology.     You  have  a.sked  TDA  to 
addres.s  four  questions:     how  does  TDA  contribute  to  the  promotion  of 
U.S.   environmental   technology;   what   percentage  of  TDA's  activities 
have   environmental   compouents   and    lc:id   lo   the   export  of 
environmental   technology;   how   does    TDA   ct)ordinate   its 
environmental  export  promotion   etToris   with   those  of  other  Federal 
agencies;  and  how  can  TDA  increa.sc  its  outreach  to  U.S. 
environmental  firms  in  order  to  increase  TDA's  support  for  projects 
with   environmental    components"      .Are    any    legislative   changes 
required   in  this  regard?     I   will   address  each  of  these  questions  in   my 
testimony. 

How    does    TDA    contribute    to    the    promotion    of   U.S. 
environmental     technology?     As  you  know,   Mr.  Chairman,  TDA  is  a 
commercially-oriented   foreign   assistance   program.      Our  mission   is   to 
assist  developing   and   middle-income  countries   to  plan   major 
infrastructure   and   i-idustrial   projects   and   at   the   same   time   to   assist 
U.S.  companies  in  exporting  to  these  projecis      TDA  accomplishes  this 
mission   by   providing   grants   to  developing  countries   to  fund 
feasibility   studies   and   other   project    planning   services   on   their   major 
capital    projects. 

There   is   no  doubt   that   capit;d   projects   in   developing  countries 
offer   significant  opportunities   lor   U  .S    exporters,   both   large   and 
small.     Export  salev  to  major  piojects  in  a  country  can  provide  US. 
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firms  with  maricet  entry  unci  exposure,  thus  helping  them  establish  a 
position   in   sectors  thut  would  oihorwisc   be   very  difficult  to 
penetrate.      However.   U.S.  firms  arc  of'icn  disadvantaged  in  competing 
for  these  major  projects  because  oiher   ijovernments  have  sizable 
programs  to  assist  their  firms  in  a  variety  of  ways. 

To  attempt  to  "level  the  playing  field,"  TDA  u.ses  its  funds  to 
position  U.S.  firms  in  the  early  planning  phases  of  these  projects.     Our 
basic  operating  premise  is  that  if  U.S.  firms  arc  engaged  in  the  initial 
stages  of  a  project,  then  the  likelihood  of  [l.S.  exports  to  downstream 
activitie.s  is  greatly  increased.     Through  this  process,  TDA  leverages 
U.S.  tax  dollars  for  the  maximum  benefit  of  both  the  recipient 
country  and  the  U.S.  private  sector:     wc  bring  U.S.  expertise  to 
developing  nations  and  capture  reciprocal   benefits  for  the  United 
States  in  the  form  of  increased  exports  and  jobs. 

Concern  for  the  environmciu  in  (he  developing  world  is  a 
recent  but  growing  phenomenon.     Since   19S4  TDA  has  obligated  over 
$21    million   for  studies   or  other   activities   related   to  environmental 
projects,  that  is,  projects  designed  to  deal  with  specific 
environmental    problems   such   as    management   of  municipal   solid 
waste.     Most  of  this  amount  was  obligated  in  the  lust  four  to  five 
years.     Implementation  of  these  projects  will   require  the  purchase  of 
millions  of  dollars  of  environmental   technology.     In  addition,  many  of 
the  TDA-funded  studies  for  projects  in  other  sectors  such  as  energy, 
natural    resources,    manufacturing    and    transportation    have 
environmental   components.      The    moderniiation   efforts   contemplated 
in   these  projects  will   also  require  the   procurement  of  environmental 
equipment    and    services. 

TDA's  strategy   tor  assisting   il  S.   exporters  of  environmental 
technology  ha^   varied  depending  on   ihc  needs  of  the  region. 

In  Eastern  and  Central  Europe,  TD.\'s  approach  has  been 
twofold.     First,  we  have  funded  studies  on  large,  highly  visible  public 
sector  projects   such   as   wastewater  treatment  in   Budapest,   Hungary 
or  in  Krakow  and  Bielsko-Biala.  Poland.     By  funding  such  studies.  TDA 
enables  U.S.  companies  to  establish  a  presence  in  the  affected 
countries  and  to  familiarize  host   country  officials  with   U.S.  expertise 
and  technology.     Second,  TDA  has  also  cargeted  industrial  projects 
which   need   to   be   made   more   efficient   and   more   environmentally 
sound. 
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Although  most  of  the  environmental  projects  in  Eastern  and 
Central  Europe  have  not  yet   moveJ   into  implementation,  there  have 
already  been  some  export  successes.      For  example,  the  Westinghouse 
Corporation   studied   the  modernization   of  thermal  power  plants   in 
Poland,  and  this  project  has  begun  to  produce  follow-on  work  for 
Westinghouse   and   other  companies.      Advanced   Waste   Management 
Systems  (AWMS)  of  Tennessee  recently  completed  a     feasibility 
study  in   Hungary  to  detoxify   waste  ineial  sludges  by  producing 
valuable  by-products       The   compimy   reports   that  Hungarian   officials 
received  the  report  very  positively  and   that,  "We  are  already 
receiving   international   inquiries   from   financial   sources.    More   than 
one  such  facility  will  be  needed  for  Hungary,  and  substantial  U.S. 
exports  for  key  components  will  result."     For  AWMS,  a  five  person 
company,  the  TDA   program   has  provided  the  opportunity  and  the 
credibility  to  move   well   beyond  competing   for  TDA-funded  work. 
As  a  direct  result  of  its  TDA-funded  work  in  ISaslern  Europe,  AWMS 
recently  has  won  contracts  with  the  World   Bank,  the  Government  of 
the  Czech  Republic,  and  with  a  private  Czech  company. 

In  Asia,  TDA  is  expcriencin;^  strong  demand  for  assistance  in 
the  environmental  sector.     Billions  of  dollars  will  be  spent  over  the 
next  few  years  in  environmental  projects  in  Taiwan.     To  assist  U.S. 
environmental   firms  to  gain  entry  lo  this  huge  market,  TDA   funded 
an  assessment  to  determine   which   of  the   many  proposed  projects 
have  the  most  promise  for  W.^.   firms.     This  information  was  then 
disseminated  to  U.S.  firms  by   means  of  business  briefings  that  were 
held   in   seven   cities   throughout   the   United   Slates. 

A  TDA-funded   study   of  the  Jakarta  Waste    Management   Facility 
in  Indonesia  was  the  basis  for  a  jt»int  venture  contract  that  Waste 
Management   Inc.   (Illinois)    has    negotiated    with    Indonesian   officials. 
A  TDA-funded  study  of  toxic  waste   in  Northeast  China  has  led  to 
several  additional  contracts  for  Ecology  and  Environment  of  Seattle, 
Washington,  the  firm   that  conducted   the  feasibility  study.     Finally, 
two  recent  TDA   grants   that   funded   training   played  a  key  role   in 
helping  two   U.S.   companies   win   two  different  waste   water 
engineering   contracts   in   Singapore   valued   at   $10  million. 

Because   of  the   large   nuirkcis   for  environmental   technology   in 
Taiwan  and   Korea,  TDA   initiated  a  specific  program  to  open 
opportunities   for   small    and    medium-sized    I  .S.    environmental 
companies   to  export  oveiscas       To   nudcrrake   this  program.  TDA 
provided   u   multi-year   gram    of   Si    million   to   the   International 
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Business  Development  Center  (IBD),  a  not- for-profit  consulting  group 
affiliated  with  the  Kellogg  School  of  Business  at  Northwestern 
University.      The  TDA-fundcd   program   provided   intensive  support  to 
small   and   medium-sized    U.S.   exj)oMcrs   by   identifying   and   carefully 
screening   Korean   and   Taiwanese   buyers,   niatohing   them   with 
appropriate   U.S.   suppliers,   and   providing   follow-up  support  to  ensure 
that  the  sale  does  not  slip  away.     This  approach  provides  the  U.S. 
company  with  the  critical   first  export  contact  and  experience  which 
will  enable  it  to  continue  to  export  aboard. 

Following  are  examples  of  the  types  of  U.S.  companies  that 
have   been  assisted   by  this  program 

•  A   manufacturer  and  system   integrator  of  stack 
emission   monitoring  and  control  equipment  that  has    125 
employees   negotiated   a  contraoi   with   China   Petroleum   (Taiwan) 
through  contacts   initiated  during  a  March    1991    TDA-funded 
match-making    mission. 

•  A  company  wiili    115  employees  sold  a  projected 
$30().()0()   to   $5()0,0()()   of  oveilili   pieveulion   equipment  to  China 
Petroleum.     Prior  to  the  TDA-funded  support,  the  company  had  no 
dealings   with   Taiwan. 

•  A  producer  of  air  filtration  products  with  40 
employees  concluded   a  deal   with   u   Korean   engineering  company 
projected   to  result  in   several   hundred   thousand  dollars   in 
equipment    and    licenses. 

The  IBD  program  has  thus  far  yielded  over  $190  million  in 
signed   contracts   (mostly    in    the   environmental    sector)   with   another 
$400  million  in  pending  sales      This  is  an  excellent  return  on  the  $1 
million  that  TDA   invested. 

As   Latin   Anivriiun   counincs  continue   their  economic 
development,  environmental  issues  .tie  coming  to  the  forefront.     TDA 
has   responded   by   funding   a   growing   number  of  environmentally- 
related  activities  in  the  region,     lor  example.  TDA  funded  a  waste 
water  project   in   Chile;   an   industrial   and   municipal   waste   water 
clean-up   project   in    Paraguas;   \  hazardous   waste   study   in   Buenos 
Aires,  and  a  waste   water  siudv    m  foidoba,    Argentina;   a  water 
sanitation    ind    rehabilitation    piojccr    in    Venezuela;    orientation    visits 
for  environmental   officials   Irom   Bra/.il,   and   a   number  of  fea.sibility 
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studies  in  Mexico  involving  air  polluuoii  and  hiizardous  waste  in 
Mexico  City  and  a  waste  water  treaiment  facility  in   Ciiihuahua. 

Although  most  of  these  projects  are  still  at  the  early  stages,  we 
have  already  achieved   some   notable  export  successes   in  Latin 
America.     For  example,  in  Venezuela,  TDA-funded  studies  of  water 
supply  and  control  projects  (Hueque  II  and   Morrocoy)  have  led  to 
major   construction    management   contracts    and   equipment   sales   for 
U.S.  companies.     In  Mexico,  a  TDA-fundcd  feasibility  study  to 
improve  the  environmental   impact  of  the  AM  MSA  steel  complex   has 
led  to  U.S.  Eximbank  support  for  .i;29  million  worth  of  U.S.  eq[uipment. 
Also  in  Mexico,  a  TDA-fundcd  study  of  Mexico  City's  air  pollution 
problem    has    substantially    strengthened    the    reputation    and 
credibility  of  the  Radian  Corporation  (Texas)  which  has  gone  on  to 
win  several  other  environmental  contracts  in   Mexico,     Radian  had 
been   unsuccessful    in   breaking   into  the   Mexican   environmental 
market  before  the  TDA  grant  but  now  credits  the  TDA  assistance  as 
providing  the  necessary  catalyst  for  lis  expanding  business   in   Mexico 
and   other   Latin   American   countries. 

What    percentage    of    TDA's    activities    have    environmental 
components,    and    7ead,    in    one    way    or    another,    to    the    export 
of  environmental    technology    from    the    L'.S.?      As     indicated 
earlier,  environmental   projects  represent  a  growing   sector  for  TDA. 
In  the  three  most  recent  fi.scal  years  (1990,    199!    and   1992).  TDA 
allocated  $14.7  million  to  assess  more  than  -iO  different 
environmental    projects   Onclucling    water   control    and    potable    water 
supply)    in   the   developing    world.   These   environmental    projects 
accounted  for  about  13%  of  all  TD.\  projects  and  around   15%  of  TD.A's 
total    program   budget   in   these   three   years. 

In   fact,   TDA   activities   in   ihc  cuviromr.ciu  are   somewhat  more 
extensive  than   the   statistics   above   suggest  because  TDA   also  has 
funded   energy   and    industrial    projects   such   as   Hue   gas   dcsulferization 
in  a  thermal  power  plant  and  poliutiwH  control   in  a  .steel  plant  that 
will   require  the  procurement  ol  cnviroumental   technology.      Finally, 
most  of  TDA's  feasibility   studies   that   .ire   otherwise   unrelated   to   the 
environment  include  a  review  of  \Uc  impact  of  the  project  on   the 
environment. 

While  the  examples  cited  eailijr  indicate  that  some  of  TDA's 
environmental  feasibility  stuilic-^  luiv^-  already  paid  divldend^.  we 
should    also   note   that   in    manv    ;a:>es   environmental   projects   take 
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many  years  to  implement.     In  addiiion,  one  significant  constraint 
related  to  environmental   projects  in  ail  regions,  with  the  exception  of 
Taiwan,  Korea,  Singapore  and  Hony  Kong,  is  lack  of  financing.    The 
countries  are  not  yet  willing  to  use  their  limited  borrowing  capacity 
for  environmental   projects  unless  there  is  an   immediate,  recognized 
threat  to  the  health  of  the  people.     Consequently,  most  countrie.s  seek 
to  fund  these  projects  through  private  investment.      However,  the 
public  commitment  r.o  enforcemeni   of  environmental   regulations  is, 
for  the  most  part,  not  yet  adequate  to  make  it  profitable  for  U.S. 
companies  to  invest  in  such  projects.     Nevertheless,  the  success  we 
have   had  encouragej.   us  to  believe  that  projects   with  environmental 
objectives  can  produce  significant  e.\port  results  along  with  their 
environmental    benefits. 

How    does    TDA    coordinate    its    environmental    export 
promotion    efforts    with    those    of    other    Federal    agencies? 
TDA's  success  in  promoting  environmental  exports  depends  on 
cooperation  with  many  U.S.  Government  agencies.     For  example,  all  of 
TDA's  activities  must  be  endorsed  by  the  U.S.  Embassies  in  the 
appropriate  countries.     The  U.S.  and  Foreign  Commercial  Service 
(US&FCS)  of  the   Department  of   Ctinimorce  provides  essential 
a.ssistance  and  support  to  TDA  overseas.     With  the  excellent 
commer::ial  field  intelligence  and  network  of  key  contacts  in  foreign 
governments  that  USFCS  provides,  TDA  is  able  to  identify  important 
projects  for  U.S.   environmental   i;oods  and  services. 

To  evaluate   U.S.  competitiveness  in  equipment  and  services, 
TDA  relies  on  the  resources  of  the  Department  of  Commerce  industry 
specialists,   as   well   as  the  expertise   of  (he   Fnvironmental   Protection 
Agency  (EPA). 

TDA  requires   that  the   Delinitional    Mission   (DM)  contractors 
discuss  the  proposed  study  that  they  are  assessing  for  us  with  the 
A.I.D.  Mission  in-country.     TDA  also  requires  that  DM  contractors 
consult  with  relevant  technical   agencies   such   as   the   Environmental 
Protection  Agency  and  the  Department  of  Energy.     TDA  has 
undertaken   a    number   ol   Jointly-funded   conferences,    symposia, 
business    briefings,   training   programs,    and    orientation    visits   with 
these    agencies. 

Finally,  TDA  has  a  stronu  iniert  st  in  ensuring  a  close  link 
between  its  own  funding  lor  prujeci  loasibiliiy  studies  and  the 
financing  for  project  implemeiuafion,   which   is   the  stage  at  which   the 
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bulk  of  U.S.  exports  result,    Coiisequeiuly,  TDA  Regional  Directors  and 
Definitionai  Mission  contractors  arc  required  to  consult  with  the 
Export-Import  Bank  of  the   United  States  on  every  feasibility  study, 
as  the  Export-Import  Bank   is  a  potential   source  of  financing  for  the 
foUow-on  project  implementation.      For  projects  that  will  be  financed 
by  U.S.  investors,  TDA  coordinates  with  OPIC  in  the  same  way  it 
coordinates  with  Export-Import  Bank,     Finally,  TDA  also  works 
clo.sely   with  the  multilateral   development  banks  such  as  the  World 
Bank. 

TDA  is  an  active  member  of  the  Trade  Promotion  Coordinating 
Committee  (TPCC)  and  is  working  with  other  Federal  Government 
agencies  to  improve  the  coordination  of  our  export  activities  so  as  to 
assist  U.S.  exporters  more  effectively.     TDA  is  also  actively  involved 
in   the  Interagency  Working  Group  on   Environmental  Technologies 
which  is  developing  a  strategy   for  increasing  U.S.  exports  of 
environmental    technologies. 

How    can    TDA    increase    it.s    outreach    to    U.S.    environmental 
firms    in    order   to    increase    TDA's    support    for    projects    with 
environmental    components?        Are    any     legislative    changes 
required   in  this  regard?     TDA   cuirently   uses   a   variety   of  means 
to   get  its   project   and  export   (ipportunilies   information   to  companies 
throughout  the   United   States. 

For  example,  TDA  provides  project  information  to  U.S. 
companies  through  a  TDA  publication  called  the  TDA    Bi-weekly.    This 
publication    provides    U.S.    suppliers    and    manufacturers   with    up-to- 
date   information   and   contact   names   and    telephone   numbers  on  TDA- 
supported   projects.      The   publication    is  available   by   subscription  and 
through   the  National  Trade  Data   Bank  o\'  the   Department  of 
Commerce. 

We  also  provide  export   inloimation  id  U.S.  companies  by  means 
of  business  briefings  and  orientation  visits  ot  foreign  officials  who 
are  responsible  for  implementinr   major  capita!   projects  in  their 
countries.      These  orientation   visits   are   particularly   helpful   to  small 
businesses  that  thtough   them   i:aiti   access  to  fcreign   officials  and 
information    about   the   export   opportuniiies    m   major   projects    without 
incurring  the  high  cost  of  travel  to  the  foreign  country.     TDA  often 
oo-sponsors  these  orientation  visit>  with   U.S.   industry,  and  in  this 
regard    works   closely   with    tlu-    industry    trade   associations. 
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Finally,  TDA  has  established  an  outreach  program  through  the 
National  Association  of  State  De\elo[)iuent  Agencies  (NASDA). 
Through  this  link,  TDA  provides  rradc  information  to  the  states.     The 
states   in   turn  contact   local   businesses   about  export   information 
available  through  TDA.     NASDA  also  provides  training  to  state  staff 
and  to  businesses  so  they  are  prepared  ro  bid  and  win  international 
procurement    opportunities. 

TDA  does  not  feel   that  any  legislative  changes  are  necessary  to 
enhance  our  outreach  to  enviromncnial  firms  at  this  time. 

In  conclusion,  Mr.  Chairman.    IDA  is  committed  to  working 
closely   with  the   U.S    environmental   busincsN  community  to  assist 
companies  to  compete  effectively   in   ihc   liuyc,   largely   untapped,  and 
risky   markets  of  developing   and   middle-income  countries.      We 
believe  that  our  assistance,  when  coupled   with  the  efforts  of  the  U.S. 
Government  agencies  represented   hcic   today,   will   increase   U.S. 
exports  of  environmental   technology   to  developing  countries   around 
the  world. 

I  would  like  to  thank  you,  Mr.  Chairman,  lor  the  strong  support  that 
this  Subcommittee  has  given  TDA.  We  look  forward  to  working  with 
you  to  continue  to  enhance   the  elfectivcncss  of  our  program. 
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Tescimony  of  Jonathan  Sal let 
Assistant  to  the  Secretary  and  Director  of  the  Office  of  Policy 

and  Strategic  Planning 

U.S.  Department  of  Commerce 

Before  the  Subcommittee  on  Economic  Policy,  Trade  and  Environment 

House  Foreign  Affairs  Committee 

August  4,  1993 

Good  Afternoon.   I  am  very  pleased  to  represent  the  Secretary  of 
Commerce  in  testifying  on  the  Administration's  efforts  to  develop 
a  national  strategy  to  promote  U.S.  exports  of  environmental 
products,  services,  and  technologies  and  the  Department  of 
Commerce's  activities  in  this  area.  We  strongly  believe  that  a 
national  strategy  is  essential  to  creating  new  jobs  domestically 
and  helping  other  countries  to  meet  their  most  basic  needs  to 
provide  clean  air  and  vreiter  to  their  citizens. 

Secretary  Brown  testified  en  June  23rd  before  the  Senate  Banking, 
Housing,  and  Urban  Affairs  Committee  on  the  Department  of 
Commerce's  comprehensive  technology  and  trade  strategy.   The 
Department's  efforts  are  geared  toward  aggressively  promoting 
technological  innovation  and  commercialization  of  new 
technologies  and  significantly  increasing  U.S.  exports.   This 
vital  Iin.k  between  technology  and  trade  is  perfectly  illustrated 
by  the  subject  of  today's  hearing:   environmental  technologies. 
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The  Global  Market  for  Environmental  Tachnoloaies 

We  see  an  enormous  potential  for  exports  of  U.S.  environmental 
technologies.  The  global  market  io  already  large  and  roay  surpass 
the  aerospace  industry  in  dollar  terms  and  en^loyment  by  the  year 
2000.  With  a  market  potential  ranging  from  $300  billion  to  $500 
billion  for  environmental  products,  services,  and  technologies, 
we  cannot  afford  to  ignore  the  possibilities  for  job  creation, 
enhanced  technology  development  and  commercialization,  and  our 
major  role  in  helping  other  countries  protect  their  environment. 
Developing  countries  will  probably  see  the  largest  growth  rates 
although  their  absolute  numbers  will  be  small  in  con?)arison  to 
those  for  industrialized  countries.  Mexico  is,  of  course,  a 
country  where  tremendous  opportunities  exist  and  where  many  U.S. 
companies  have  established  a  strong  presence.   Other  nations  in 
Latin  America  such  as  Brazil  and  Chile  also  offer  great 
potential. 
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In  Asia,  there  are  also  great  possibilities  for  U.S.  industry. 
For  some  markets  such  as  China,  Indonesia,  Taiwan  and  Thailand 
the  potential  is  great.   However,  in  order  to  convert  this 
potential  to  U.S.  exports  much  needs  to  be  done.  We  must  assist 
these  countries  in  establishing  national  environmental  protection 
progrsims.  This  is  where  cooperation  with  agencies  such  as  the 
Environmental  Protection  Agency  (EPA)  and  the  Department  of 
Energy  (DOB)  is  essential.  The  same  is  true  in  the  Newly 
Indeperxdent  States  and  central  Europe,  two  other  regions  with 
long-term  potential  but  which  pose  difficult  challenges  for  U.S. 
exporters  in  the  near  term. 

Administration's  Environmental  Strateaig  Plan 

This  Administration  is  deeply  committed  to  the  development  of 
policies  to  protect  the  environment,  promote  economic  growth  and 
create  high- skill,  high- wage  jobs.   President  Clinton  recently 
cited  the  three  principles  that  guide  this  Administration's 
environmental  agenda : 

"First,  we  believe  s.  healthy  economy  and  a  healthy  environment  go 
hand  in  hand.   Environmental  problems  result  not  from  robust 
growth,  but  reckless  growth.   And  we  can  grow  the  economy  by 
making  our  people  healthier,  our  comnunitles  more  attractive,  and 
our  products  and  oux-  services  more  environmentally  conscious. 
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"Second,  America  must  lead  the  way   in  promoting  economic  growth 
and  environmental  preservation  at  home  and  eibroad. 

"We  live  in  an  era  of  global  economics,  global  environmental ism, 
global  epidemics.  Our  lives  and  our  livelihoods  depend  on  people 
throughout  the  world  being  healthy  and  prosperous  and  respectful 
of  the  pleuiet  we  all  share.  What  is  good  for  the  world  in  this 
sense  is  very  good  for  America;  and 

"Third,  we  must  move  beyond  the  false  choices  and  uiineceesairy 
amtagonism  of  the  past.   Prom  American  business  and  American 
labor  to  the  world's  wealthiest  nations  and  the  world's  poorest, 
we  all  share  a  common  interest  in  economic  growth  that  preserves 
rather  than  pollutes  our  environment. 

"America,"  the  President  said,  "can  set  an  example  by  achieving 
economic  growth  that  can  continue  through  the  lifetimes  of  our 
children  ^nd  grandchildren  because  it  respects  the  resources  that 
make  that  growth  poesible." 
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Ihe  President  in  his  Earth  Day  speech  directed  Secretary  Brown  to 
spearhead  an  interagency  strategic  plan  to  improve  the 
conipetitivenaBB  and  increase  exports  of  U.S.  environmental 
technologies.  The  Secretary  cf  Commerce  is  also  a  member  of  the 
Council  on  Sustainable  Development.   The  Department  of  Commerce 
through  the  International  Trade  Administration,  National  Oceanic 
and  Atmospheric  Administration,  and  the  National  Institute  of 
Standards  and  Technology  is  ideally  suited  for  this  task.  We  are 
carrying  out  this  directive  energetically  within  Commerce  and  in 
partnership  with  the  BPA,  DOE,  and  the  Export - Import  Bank.   In 
addition  other  agencies  that  are  members  of  the  TPCC  have  been 
participating  in  our  development  of  a  government  wide  strategy  to 
expand  exports  of  environmental  technologies. 

We  have  had  some  iniormal  contacts  with  trade  associations  and 
plan  CO  have  a  series  of  open  meetings  in  different  parts  of  the 
United  State  in  lat&  August  and  September  to  solicit  input  from 
all  public  stakeholders  in  environmental  technologies  and 
exports. 
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gommaree  Environmental  Technoloav  Bxport  Promotion 

As  a  first  step,  the  Secretary  is  integrating  all  of  the 
Department's  export  promotion,  technology  commercialization,  and 
science  resources  to  carry  out  the  President's  vision.  This 
strategic  integration  will  build  on  activities  already  undorvay 
such  as  the  National  Environmental  Technologies  Trade  Initiative 
(NETTI) .  A  cornerstone  of  the  NETTI  is  the  development  of  a 
strong  public/private  partnership,  coupling  federal  resources 
with  private  sector  organizations  whose  expertise  in  the 
environmental  arena  is  widely  sought  around  the  world. 

As  the  lead  player  in  implementing  the  Clinton  Administration's 
Technology  Plan,  the  Department  is  tasked  with  increasing  the 
competitiveness  of  the  environmental  industry.   Particularly 
important  is  the  commercialization  of  new  technologies,  the  focus 
of  NIST's  manufacturing  extension  programs. 

A  logical  extension  of  these  efforts  would  be  the  use  and 
interaction  of  technology  programs  with  the  International  Trade 
Administration's  district  offices  to  work  together  to  educate  and 
train  small-  to  medium- sized  companies  on  environmental 
technology  opportunities  overseas  and  to  assist  in  deploying 
environmental  technologies  in  a  commercial  environment. 
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The  National  Oceanic  and  Atmospheric  Administration's  (NOAA) 
research  and  monitoring  programs  also  will  contribute 
significantly  to  the  President's  environmental  technologies 
export  initiative.  NOAA's  Chief  Scientist,  Dr.  Kathym  Sullivan, 
combines  a  practical,  hands-on  approach  with  tremendous  lab  and 
theoretical  skills.  Her  focus  will  be  on  facilitating  the 
transition  from  groundbreaking  research  to  practical  application. 

NOAA's  scientific  research  demonstrates  to  foreign  nations  and 
corporations  the  existence  of  environmental  problems  by 
identifying  the  effects  of  their  actions  on  Barth  systems. 
NOAA's  scientific  programs  demonstrate  chat  these  problems  can  be 
rationally  addressed,  thereby  giving  the  confidence  to  proceed 
with  sensible,  cost-effective  remediation  and  prevention 
programs.   Further,  NOAA's  scientific  capabilities  provide  the 
world  with  sophisticated  tools  for  use  in  attaining  sustainable 
development.   As  a  result,  NOAA  helps  generate  a  demand  in 
foreign  markets  for  U.S.  environmental  technology. 
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la  response  to  the  Department's  new  strategy  to  expand  U.S. 
markets  and  exports  by  focusing  on  the  development  of  innovative 
environmental  technology,  NOAA  and  NIST  are  presently  developing 
collaborative  projects  as  part  of  their  FY95  budget  initiatives 
that  will  form  better  linkages  to  and  partnerships  with  private 
industries,  both  domestic  and  international.  These  projects  will 
address  already  identified  problems  in  enviromaental  hazards 
mitigation  such  as  wind  engineering  requirements  and  standards 
for  new  building  design  and  the  use  of  marine  biotechnology  in 
pollution  remediation.   In  addition,  the  establishment  of  a 
standards  and  calibration  facility  for  marine  instrumentation 
exposed  to  often  hazardous  and  destructive  environments  is  being 
negotiated. 

The  International  Trade  Administration  (ITA) ,  as  the  principal 
Commerce  agency  responsible  for  export  promotion,  identifies 
opportunities  for  U.S.  environmental  technologies  in  existing  and 
emerging  foreign  markets.  We  use  a  number  of  techniques  to  help 
U.S.  industrv-  capitalize  on  these  opportunities.   These  include 
the  more  traditional  market  promotion  techniques  --  trade 
missions,  trade  exhibitions,  seminars/conferences  --  and 
combining  technical/ educational  seminars  with  a  business-to- 
business  forum  designed  to  match  U.S.  environmental  technology 
suppliers  with  foreign  customers. 
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The  Department  has  organized,  eponsored,  and  led  more  than  thirty 
environmental  trade  events  to  Eastern  Europe,  Latin  America, 
Southeast  Asia,  and  the  Pacific  Rim.   Participants  were,  for  the 
most  part,  small-  to  medium- sized  environmental  companies  where 
we  have  seen  the  greatest  success  in  new  jobs  creation, 
technology  innovation,  and  creativity.   These  firms  tend  to  be 
more  entrepreneurial  and  risk  takers.  Their  CEOs  are  to  be 
admired  because  of  their  willingness  to  compete  with  larger,  more 
sophisticated  Japanese  and  German  companies  who  have  access  to 
resources  far  greater  and  support  more  deeply  rooted  than  found 
in  the  United  States. 

By  integrating  these  three  Commerce  units,  we  will  maximize  our 
ability  to  aid  the  U.S.  environmental  industry.   It  is  our  hope 
that  with  this  kind  of  federal  assistance,  U.S.  environmental 
technology  firms  will  be  able  to  take  advantage  of  emerging 
markets  in  the  developing  world  and  to  build  upon  their 
comparative  advantage  in  technological  innovation. 
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Fadaral  gfforbg  to  PromQte  gnviromnantal  TeehnoloQiea 

As  I  have  already  notsd,  we  believe,  as  does  the  President,  that 
we  can  only  succeed  In  our  goal  of  expanding  e^orts  of 
environment  technologies  if  there  is  an  Integrated  effort  across 
all  agencies.   Critical  to  this  effort  is  the  U.S.  Bnvironmental 
Protection  Agency.  In  order  to  sell  U.S.  goods  and  services 
abroad,  there  must  be  markets  and  a  demand  for  our  products. 
Since  many  of  most  promising  markets  are  In  developing  countries, 
a  great  deal  of  education  and  training  is  necessary.  And,  most 
importantly,  we  need  to  encourage  these  countries  to  adopt 
environmental  standards  that  provide  for  a  cleaner,  healthier 
environment  --  and  give  U.S.  firms  sales  opportunities.   Other 
coiintries  have  been  busy  promoting  standards  that  favor  their  own 
corpanies.   BPA  is  essential  to  this  effort  --  providing  expert 
advice  on  technical  assistance,  regulatory  enforcement, 
technology  developm'snt  and  certification  through  its 
laboratories.   Internationally,  EPA  assists  in  building  the 
Institutions  necessary  to  implement  national  environmental 
protection  programs . 
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Other  federal  agencies  including  the  Export -  Import  Bank  and  the 
Overseas  Private  Investment  Corporation  administer  various 
financial  progreims  -hat  are  critical  to  sustaining  an  ambitious 
environmental  initiative.  These  agencies,  along  with  the  U.S. 
Agency  for  International  Development  and  the  Trade  and 
Development  Agency,  are  critical  to  providing  the  financial 
support  to  identify  projects  in  foreign  countries,  coj^jlate  the 
feasibility  studies,  eind  finance  economically  viable, 
environmental  control  and  remediation  projects. 

Analvaie  of  National  Environmental  Trade  Dpygjlopmental  Act 
(H.R.  2112) 

The  broad  goals  of  the  proposed  legislation  to  foster  increased 
U.S.  experts  of  environmental  technologies  are  consistent  with 
the  President's  policy  and  with  the  Department's  ongoing  efforts 
to  refine  interagency  efforts  to  achieve  his  objectives.  The 
Department  is  in  the  process  of  formulating  a  long-range 
strategic  plan  for  the  environmental  technology  exports  at  uhe 
direction  of  the  President  and  we  expect  to  have  the  plan  ready 
by  the  end  of  September,   The  Adir.inistration' s  goal  is  the  same 
as  that  of  the  proposed  legislation  --  tc  take  advantage  of  the 
enormous  global  market  opportunities  by  expanding  U.S. 
environmental  industry  exports. 

However,  we  would  prefer  to  develop  our  strategic  plan  and 
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consult  with  industry  closely  before  determining  what  specific 
new  assistance  programs  we  should  underta]ce.  We  agree  that 
industry  musn  play  an  important  role  in  developing  an  appropriate 
strategy  to  assist  environmental  companies  in  foreign  marlcets. 
We  believe,  however,  that  industry  should  be  consulted  before  any 
program  is  determined  and  that  all  needs  be  exainined  and  weighed 
in  light  of  their  importance  to  helping  U.S.  industry  succeed 
against  its  competition.   Programs  should  be  evaluated  on  a 
national  basis  and  consistent  with  the  specific  technologies 
where  the  United  States  has  a  demonstrable  amd  clear  comparative 
advantage.  We  must  find  markets  in  which  we  excel,  such  as 
geographic  information  systems  (GIS) ,  bioremediation,  and  newly 
developed  industrial  waste  eater  treatment  systems  that  use  waste 
heat,  and  apply  our  combined  resources  (government  and  industry) 
to  accomplish  our  goals. 

The  proposed  legislation  also  requires  the  President  to  establish 
an  Environmental  Trade  Promotion  Council.  As  you  know,  we  are 
now  implementing  creation  of  the  Congressionally-maadated  Trade 
Promotion  Coordinating  Committee  environment  working  group,  which 
seems  to  us  t:o  serve  a  similar  function.   Further,  in  light  of 
the  President's  goal  of  reducing  the  number  of  advisory 
committees,  the  Administration  does  not  support  the  creation  of  a 
new  committee.   We,  of  course,  agree  that  industry  participation 
is  essential  to  formulating  any  sound,  long-term  strategic  plan 
to  assist  the  environmental  sector  and  are  committed  to 
encouraging  their  participation.. 
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David  Driver 

SubocaninittM*  on  Econoink  Polkj,  Trade  and  Environment 

Augusts  1993 

JjatndattitM 

The  State  of  Cbaoecticut  is  actively  wotkiag  to  foster  the  growth  aod  expansion  of 
environnieatal  iadustry  m  Coosecticiit  The  environmeittal  teohnolosy  industiy  is 
paittcolady  attractive  to  ConneotiGUt  becanse  it  he^  the  stats  in  three  ways: 

1)  the  technologies  cm  be  used  to  help  G>nnecticiit  companiea  and  iagtttritiotifi  comi^ 
with  civiroumeatal  legolatioas,  improve  air  and  water  quality,  and  impiove 
competitivenesB; 

2)  the  exix>rt  marbeui  for  envitoajncntal  technologies  arc  growing  rapidly,  presentiag 
new  oppoitunitjea  for  Connectieut  companies;  awl 

3)  the  euvirotunental  technology  ind'istry'  is  a  good  match  with  the  high  technology  and 
research  capabilitieB  of  Connecticut's  defense  industry,  thus  representing  a  etioug 
possibility  for  defenoe  diversification. 

Euviruiunentd  technology  is  oue  of  the  high-growth  indusuy  sectors  identified  b^'the 
Couuecticut  Academy  cf  Science  and  Engineering  as  being  appropriate  for  the 
nunui  acUving.  cducatitTnal  and  research  resouices  resident  in  Connecticut  The  research 
capabilities  of  the  Umvfsatyof  Connecticut  and  Yale  Uoiveisit^-  are  central  to  high 
technology  industry  development  in  thp  !*ate_  an  ate  the  highly  pkilled  wnrkeia  in 
Coonecticur's  defease  contractois  and  other  high-tech  firms. 

Connecticut  fimie  have  developed  a  wide  range  of  technologies,  from  water  purification 
systeras  used  in  the  apaoe  program  to  high-efliciency  turbines  uucd  in  the  M- 1  tank  dunii? 
the  Oii'f  W<ir  These  technc'.ogic?  can  be  adapted  for  use  in  commercial  applications,  while 
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atthe  Mine  tine  inipcevmg  enviiDttmeatal  peiforaauioe  both  domestically  and 
internationally.  Cbnnecticut'B  defense  finna.  high-teclmology  manufactutera.  and  researcb 
iastitudoiiB  have  xix  capabdities  lo  successfully  produce  tnacy  etivirotimental  technolostes. 
Through  oar  veatore  capital  arax  Connecticut  iDnovationa,  Ine .  the  State  invests  in 
pmmking  n«w  technologieB  devek^ied  hy  Coflneeticut  conipaniea,  including  those 
involved  in: 

•  waste  maoagement  *  lecyoline 

*■  esvtrontttental  desQ-np  *  hazaidouB  wMte  temediation 

•  pollutioopieveodoa  *  water  treatment 

"  air  quality  taqntyvematt  *  aheniair/e  energy 

The  State's  conunitnxm  to  envuonracoial  industcy  in  Ccsuecdcut  is  evident  in  a  nomber  of 
recent  devekipnientii  in  ihe  state. 

1)  Oioeyearago.theDepaitnientcf Economic Dev«lopmentjoinedwiththe 
Department  of  Envuonmental  PioteettoB  to  form  the  Envtroomectal  Industries 
Initiative.  One  of  the  rcBoitB  of  this  effort  ^^99  the  oompilation  of  a  dlrectoiy  of 
cnviionmental  companies  in  Connecticut  In  this  initial  effort  to  ehaxacterize  and 
identify  the  eDV].rottmeiital  iudvstiy  in  Connecticut,  500  companies  responded  to  a 
survey  and  were  included  in  the  directory,  including  vve;  300  loaiuifacturers.  This 
dire<:tory  will  ucon  be  expanded  to  provide  a  more  comprehensive  picture  of 
environmental  iadustiy  m  CoiinecticDt.  and  wiU  enable  us  to  communicate  directly 
with  the  industry  to  identify  their  unique  strengths  and  needs 

2)  Legislation  u'as  recently  passed  allocating  $1  miliion  in  funding  for  a  Oonnecticut 
Energy  and  £nv  ironmental  TechnologieB  Deployment  Center.  The  Center  is 
established  "fot  the  purpose  of  promoting  a  nonprofit  business  conoordum  far 
technology  deployment  in  two  critical  tcchncJogies  where  the  slate  possesses 
unk[ue  scicntifi'::  and  human  resources."  This  center  will  focus  ui  large  part  on 
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d«feiue  divenificatioa,  aud  on  the  retraimng  of  defenae  iaduitiy  wofken  for 
emplaytoent  in  envitoiimenul  mdoBtnea. 
3)  A  separate  piece  of  fesiskdoii.  Public  Act  93-32.  establiahea  an  Ettvifomnental 
Enticpfeneurial  Center,  a  joiiit  prognm  of  the  I>{Uftments  of  Ecaaomic 
Devdopment  aod  Eavisoomental  Protedioa.  This  center  will  be  a  eleadnithouse  a£ 
iafonnation  to  svppoft  aiid  nurture  ettvironmental  indcstiy  in  CotmeetieoL 

Connectiemf  B  Strengths  in  Environmental  TedmelDgy 

Connecticut's  most  important  strength  in  this  field  is  om  high-tecfaaoloj^y  iadustiial  base. 
Our  ilisUy  ekillcd  woiidfbice,  tedmclogy-based  niauufactuituK  capabtLty  aud  ezpencncc  in 
the  defense  indostiy  all  contribute  to  our  ability  to  develop  and  deploy  key  envtrontmental 
technologien.  As  the  United  States  cotaes  to  tefOis  with  the  Qean  Air  Act  and  other 
environmental  regulations,  national  markets  for  the  technologies  that  enable  cotnpliance  v;ill 
grow.  Simultaneottsly,  (here  is  increasing  recognitioa  aroand  the  u^orld  of  the  ia4)Oftaace 
of  pro^cting  the  environiiieat  CountiieB  most  turn  to  new  products  and  technologies  to 
meet  the  requiremsnts  ktid  out  in  global  aecoids  regarding  carbon  dioxide  and  greenhouse 
gases.  Connecticut  companies  are  umovatora,  and  are  actively  developing  tcchnologiies  that 
will  iu^rove  envirooxne  ntal  perfomuace  at  home  and  abroad. 

Importance  of  Envkoinmuital  Exports  to  Connecticut 

Eavtfoomeiital  technolosy  manufactureiB  are  important  iti  Coiinecticac  not  because  the>' 
cunetitly  m  ike  up  a  large  percentase  of  companies  in  the  state,  but  because  they  represent  a 
grouicg  uidustry.  one  ^vfaich  rtx  obviously  want  to  foster  and  help  expand.  Global 
markets  for  envirosmMital  industry,  including  clean  up,  waste  treatment,  pollxition 
preventioc,  enviionmecitally  sound  energy  production,  and  lecycling  technologieEi  are 
projected  to  grow  appri:«.\miately  9%  annnaBy  tiirough  1996,  according  to  Ac 
EnvirDmncutal  Bueiucfis  Journal,  of  Sau  Diego,  California,  hicrcasing  the  ability  of 
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Coottecticvt  eompanie*  to  export  eavironmeaul  teohnologies,  aad  removing  banicts  to 
dom2  BO.  could  gieatly  increase  the  nnponanoe  of  tbe  industiy  in  (he  state.  As  one  of  ovi 
effom  to  support  this  iiidustiy  in  Cbimectieut  die  State  is  sponsohas  ^  formattosof  a 
cfmsQftium  of  enviiomnectal  cottipanies  to  pcociote  cooperation  in  ma  riceting  technolo^ 
fediic«  the  costs  of  producing  the  technologiea,  and  improve  their  performance.  In 
additiod,  the  State  of  Coaeecticttt  has  mtematicital  trade  representatives  in  the  European 
Ccaxuaoaity,  eo&oentiating  paiticulaily  on  France  and  Gemiaay:  in  Mexioo  Gty  and  in 
Japan.  Thefle  lepresentatives  woik  to  help  Connecticm  companies  market  and  export  a 
variety  of  piodoctB  and  technologiea.  inclading  caviioamental  technologies. 

Improrved  Gowmnuiiit  Support  of  Environmental  Export 

The  federal  govemmcni:  can  play  an  important  role  in  promoting  export  of  enviionmental 
technologies  produced  in  the  U.S.  The  federal  government  can  help  the  states  by  being  a 
reliable  soorce  of  information  aboot  environmental  opportunities  abroad,  and  by  supportiag 
State  export  programs  through  special  funding  The  states  should  be  the  matn  interface 
between  government  and  small  budneiBes.  since  states  are  closer  to  and  can  be  more 
effective  at  *Jic  level  of  iihe  individual  buaineas.  The  federal  government  should  also 
increase  the  abilities  cf  ihc  Export-Impon  Bank  to  ftnaoGC  the  sale  of  environmental 
services  and  teclmolog;',  and  provide  an  advisory  group  iu  the  federal  government  to  assist 
states  in  developing  en vironmenlal exports. 
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Testimony  of 

JOHN  F.  MIZROCH 

INTERIM  EXECUTIVE  DIRECTOR 

U.S.  ENVIRONMENTAL  TECHNOLOGY  EXPORT  COUNCIL 

Before  the 

SUBCOMMITTEE  ON  ECONOMIC  POUCY,  TRADE  AND  ENVIRONMENT 

COMMITTEE  ON  FOREIGN  AFFAIRS 

THE  U.S.  HOUSE  OF  REPRESENTATIVES 

August  4,  1993 


Thank  you,  Mr.  Chairman,  for  inviting  the  U.S.  Environmental  Technology  Export 
Council  (ETEC)  to  testify  before  your  Subcommittee  to  discuss  Federal,  State,  and  private 
sector  efforts  to  increase  U.S.  exports  of  environmental  technology.  The  membership  of 
ETEC  greatly  appreciates  your  continued  support  and  the  efforts  of  other  members  of  this 
Subcommittee  to  assist  U.S.  exporters  through  the  programs  of  the  agencies  under  your 
jurisdiction. 

ETEC  is  a  unique  private  sector  initiative  comprising  more  than  60  corporations,  8  National 
Laboratories,  and  3  national  trade  associations.   The  puipose  of  ETEC  is  to  stimulate  the 
export  of  American  environmental  goods  and  services.   U.S.  Government  support  for  the 
environmental  industry  is  important;  it  is  a  growing  industry  and  ought  to  be  a  major  part  of 
the  national  strategy  that  is  being  designed  by  the  Trade  Policy  Coordinating  Committee 
(TPCC). 

Although  our  testimony  addresses  the  individual  questions  raised  by  the 
Subcommittee,  a  common  thread  runs  through  all  of  our  responses.   That  common  thread  is 
"Market  Barriers,"  specifically  the  lack  of  timely  maricet  information  and  fuiance  problems. 
To  remain  competitive,  to  maintain  America's  leadership  in  environmental  technology  and 
services,  we  must  remove  barriers  in  such  areas  as  Research  and  Development  and  marketing 
by  having  more  accurate,  more  timely  information.   We  must  mitigate  fmancial  risk  through 
more  innovative  financing  mechanisms.   We  can  remove  barriers  and  mitigate  risk  only 
through  increased  coordination  of  Federal  programs  and  increased  public-private  sector 
cooperation. 

WTiat  is  the  current  international  market  for  environmental  technology  and  services? 
Is  it  a  growing  market?  Are  American  companies  active  players? 
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The  environmental  technology  and  services  industry  only  recently  has  been  considered 
to  be  a  distinct  industry.   Although  there  is  not  yet  a  set  of  Standard  Industrial  Classification 
(SIC)  codes  for  the  environmental  and  technology  services  industry,  the  Department  of 
Commerce  tends  to  divide  the  industry  into  the  following  sectors: 

Air  Pollution  Control 
Water  Resource  Management 
Waste  Management 
Pollution  Prevention 
Remediation. 

The  Delphos  Institute,  which  is  producing  the  1993  edition  of  the  Green  Pages 
(directory  of  U.S.  suppliers  of  environmental  products  and  services)  under  a  contract  with 
the  Department  of  Commerce  and  the  U.S.  Environmental  Protection  Agency,  identifies  just 
over  1,000  environmental  firms  interested  in  exporting.   The  Department  of  Conmierce  has  a 
list  of  1  ,(X)0  additional  firms  that  have  expressed  an  interest  in  exporting  environmental 
technology  and  services.  These  firms  have  exportable  technology  and  services  but  may  lack 
capital  or  information  about  markets,  customers,  and  venture  partners. 

Our  research  indicates  that  the  current  global  international  market  for  environmental 
products  and  services  is  $295  billion.   We  believe,  however,  that  Government  agencies 
should  commit  resources  to  provide  more  accurate  and  more  timely  information  for  defining 
and  analyzing  this  emerging  market. 

Our  best  estimates  of  environmental  industry  revenues  and  of  growth  projections  by 
geographic  area  are  shown  in  the  following  table.   The  figures  are  estimated  based  on  current 
trends.   This  growth,  however,  may  vary  according  to  the  resources  that  are  made  available. 
In  Mexico,  for  example,  environmental  goods  and  services  fo'-  border  infrastructure  alone 
could  significantly  exceed  the  estimate  shown  below. 
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1992 
($  billion) 

Projected 
Growth  (%) 

1997 
($  billion) 

1  United  States 

134 

6 

180 

1  Canada 

10 

11 

17 

1  Mexico 

1 

15 

2 

1  Latin  America 

6 

12 

10 

1  Western  Europe 

94 

7 

132 

East  Europe/ex  USSR 

14 

14 

27 

Japan 

21 

8 

31 

Australia/New  Zealand 

3 

9 

5 

Southeast  Asia 

6 

16 

13 

Rest  of  the  World 

6 

8 

9 

TOTAL 

Source:    Environmental  Business  International,  S 

295 

>an  Diego. 

8 

426 

Table— Global  Environmental  Industry:    Projected  Growth  Over  5  Years 

ENVIRONMENTAL  INDUSTRY  SEGME>rrS 

One  of  our  members,  EBI,  analyzed  revenues  generated  by  the  sale  of  environmental 
goods  and  services  and  suggest  that  those  goods  and  services  can  be  divided  into  three  broad 
categories:    services,  equipment,  and  resources.    The  following  is  a  catalogue  of  the  types  of 
environmental  goods  and  services  in  demand. 

Services 

Specific  services  in  this  segment  include  the  following: 

•  Analytical  Services— Environmental  laboratory  testing  and  services 

•  Solid  Waste  Management— Collection,  transportation,  transfer  stations, 
disposal,  landfdl  ownership/management  for  solid  waste 


Radioactive  and  Hazardous  Waste  Management— Off-site  disposal/ 
incineration;  on-site  management/construction  of  transport,  storage,  disposal. 
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and  recycling  facilities;  remediation  construction/cleanup;  transportation; 
sampling,  packaging,  labeling,  tracking;  industrial  services/cleaning;  tanks  and 
facilities 

•  Asbestos  Abatement 

•  Environmental  Engineering/Consulting— Permitting,  compliance,  design, 
project/construction  management  for  water/air/waste  remediation.  Operations 
&  Maintenance,  audits,  risk  analysis,  site  assessment,  impact  statements, 
industrial  hygiene,  litigation  support,  pollution  prevention,  among  other 
services. 

Equipment 

The  equipment  provided  in  this  segment  includes,  but  is  not  limited  to,  the  following: 

•  Water  Infrastructure/Treatment  Equipment— Infrastructure  and  treatment 
equipment  for  waste  water,  water  purification,  and  other  water  quality  projects 

•  Instrument  Manufacturing 

—  Analytical  testing/laboratory  instruments 

—  In-situ/continuous  monitoring  instruments  (nonlaboratory) 

—  Portable  instruments  (test  kits  and  hand-held  and  field  instruments) 

•  Air  Pollution  Control  Equipment— Stationary  source  emission  control 

•  Waste  Management  Equipment— Equipment  for  handling,  storing,  and 
transporting  solid,  liquid,  or  hazardous  waste;  also  includes  information 
systems  and  software. 

Resources 

Components  of  the  resources  segment  include  the  following: 

•  Water  Utilities— Private  and  public  sector  water  delivery 

•  Resource  Recovery 

—  Post-industrial  recovery/recycling/scrap 

—  Post-consumer  recycling 

—  Waste-to-energy 
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•         Environmental  Energy  Sources— Solar,  geothermal,  small-scale 
hydroelectric. 

Which  specific  sectors  of  the  international  market  for  environmental  goods  and 
services,  and  which  regions  of  the  world,  hold  the  greatest  promise  for  American  firms? 

Almost  ninety  percent  of  the  current  environmental  goods  and  services  market  is  in 
North  America,  Europe,  and  Japan,  but  the  highest  growth  areas  will  be  outside  the 
developed  world.   Contrary  to  popular  belief,  the  majority  of  goods  and  services  to  be  sold 
by  the  industry  is  not  "high-tech."   The  majority  of  the  world's  short-term  needs,  which  are 
related  to  solid-waste  management,  water  treatment,  and  air-pollution  control,  can  be 
addressed  using  relatively  low-tech  approaches.   We  believe  that  Federal  agencies  should 
develop  more  in-depth  information  that  will  help  America's  exporters  (and  potential 
exporters)  determine  exactly  which  short-term  needs  are  going  to  be  addressed,  on  a  country- 
by-country  basis,  to  help  overcome  barriers  to  business.   We  also  believe  that  agencies  such 
as  TDA  and  OPIC  can  assist  us  in  developing  our  own  information  through  feasibility 
studies,  orientation  visits,  and  other  activities.   Using  timely  information  and  having  access 
to  foreign  procurement  decision-makers  will  enable  U.S.  firms  to  offer  the  technologies  that 
will  be  most  needed  and  marketable. 

In  the  developed  nations,  environmental  markets  in  countries  usually  follow  a 
predictable  course.   The  first  problems  to  be  addressed  are  the  most  obvious  ones  and  the 
ones  with  the  most  obvious  solutions  involving  major  air-  and  water-quality  projects  such  as 
environmental  control  at  power-generating  stations  and  sewage-treatment  plants.   Once  these 
basic  solutions  are  implemented,  developed  nations  seek  more  sanitary  methods  for  disposal 
of  solid  waste  and  establish  coordinated  collection,  modem  landfills,  and  some  waste-to- 
energy  facilities  and  recycling  centers.    Once  these  efforts  are  well  established,  toxics  and 
hazardous  waste  become  a  focus  of  attention.    Some  U.S.  firms  have  mistakenly  tried  to 
emphasize  hazardous  waste  expertise  in  areas  long  before  any  market  drivers  existed. 
Misreading  of  the  market  in  this  way  is  a  barrier.   That  barrier  can  be  overcome  with  more 
accurate  and  more  timely  information,  much  of  which  should  come  from  the  appropriate 
Government  agencies. 

In  developing  countries,  market  demand  for  equipment  and  services  also  follows  a 
predictable  path.   First  there  is  a  need  for  assessment  and  analysis,  which  creates  a  demand 
for  consulting  services  and  instruments;  then  there  is  a  market  for  solution  design,  which  also 
involves  consulting  and  adds  a  demand  for  engineering;  finally,  there  is  a  need  for 
implementation  of  the  solution  design,  which  creates  a  demand  for  control  equipment  and 
construction. 
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U.S.  environmental  instrumentation  fiims  that  understand  these  two  dynamics  have 
developed  good  overseas  business.   On  the  other  side  of  the  coin  is  the  increasing 
competition  faced  by  U.S.  air-pollution-control  equipment  manufacturers.   Today,  more  than 
half  of  the  new  air-pollution  control  installations  in  the  United  States  use  foreign  technology, 
and  many  U.S.  companies  with  leading  technology  have  been  purchased  by  foreign  firms. 

Better  information,  again  on  a  country-by-country  basis,  will  help  U.S.  environmental 
firms  determine  where  any  given  country  is  in  the  evolution  of  needs.   This  will  help 
mitigate  risk  and  enable  U.S.  firms  to  be  more  competitive  in  international  markets. 

The  following  are  examples  of  the  more  promising  markets  for  U.S.  environmental 
companies: 

•  Mexico  is  a  prime  market  in  water  pollution  control,  water  treatment,  air 
monitoring,  and  engineering/consulting.   Mexico  was  identified  as  the  number 
one  priority  market  by  the  ETEC  membership. 

•  Canada's  market  is  substantial  and  offers  opportunities  in  industrial  water 
treatment,  instruments,  and  engineering. 

•  The  newly  industrialized  areas  of  Southeast  Asia  will  purchase  many  types  bf 
services  with  a  number  of  large  projects  in  waste  infrastructure  and  water  and 
air  quality. 

•  The  southern  tier  of  Europe  offers  opportunity  as  these  countries  seek  to  catch 
up  with  the  environmental  standards  set  in  the  rest  of  the  European 
Community. 

•  The  more  economically  stable  regions  of  eastern  Europe  (Poland  and  Hungary 
are  the  best  examples)  are  very  receptive  to  U.S.  technology  for  air  and  water 
pollution  control. 

•  Japan  and  Germany  have  both  shown  considerable  interest  in  U.S.  technology 
and  engineering/consulting  expertise  for  contaminated  site  remediation.   We 
have  an  overwhelming  advantage  in  this  area  because  we  have  so  much  more 
experience.   Japan  has  a  huge  market  potential,  but  American  firms  are  doing 
a  relatively  small  amount  of  business  there.    American  firms  need  a  better 
private-public  export-promotion  partnership  to  help  develop  these  markets. 
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Wuu  are  the  strengths  and  weaknesses  of  current  U.S.  export  promotion  efforts  in  the 
environmental  sector?  Specifically,  how  would  you  improve  the  ability  ofOPIC,  TDA,  the 
Commerce  Department  and  Eximbank  to  increase  U.S.  environmental  exports? 

Based  on  a  survey  of  ETEC  membership  conducted  last  fall,  only  a  small  percentage 
of  our  members  use  OPIC,  Eximbank,  the  Department  of  Commerce,  and  TDA.   We  believe 
that  each  of  these  agencies  has  the  potential  to  be  of  even  greater  help  to  exporters.   All  have 
access  to  important  and  timely  maiicet  infonnation  and  financial  resources.   TDA,  OPIC,  and 
Eximbank  have  excellent  and  professional  staff.  They  have  well-planned  and  thoroughly 
implemented  programs.   TDA  in  particular  has  the  ability  to  move  more  quickly  than  most 
other  Federal  agencies,  and  we  would  not  like  to  see  the  agency  bound  by  numerous 
regulatory  and  procedural  requirements  that  might  hamper  that  efficiency.   The  Department 
of  Commerce,  under  new  leadership,  has  the  potential  to  reorganize  itself  and  its  staff  to  be 
an  efficient  provider  of  information  and  technical  assistance. 

We  believe  that  there  are  improvements  that  can  be  made.   Some  are  related  to 
inadequate  funds  for  information  systems  and  staff  or  to  inadequate  staff  ceiling  levels. 
Some  will  require  action  by  Congress,  and  some  will  simply  require  rethinking  on  the  part  of 
the  new  agency  heads  on  how  to  coordinate  with  other  agencies  and  how  to  speak  to  their 
constituencies.    Specific  problems  include: 

•  Information 

—  Inadequate  organization  of  existing  information  resources  that  affect 
market  development  and  market  opportunities 

—  Inadequate  organization  of  internal  services  to  catalyze  trade 
development 

—  Inconsistent  information  dissemination.  We  note,  however,  that  in  the 
last  year,  TDA  has  taken  steps  to  improve  its  information 
dissemination,  but  there  is  still  a  long  way  to  go. 


Staff 


The  U.S.  and  Foreign  Commercial  Service  is  chronically  understaffed 
in  most  of  the  developing  countries,  those  countries  where  the  largest 
share  of  market  growth  exists  for  ETEC  and  other  environmental 
exporters. 
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—  Poor  use  of  existing  staff;  the  Department  of  Commerce  has  long 
suffered  from  this  problem. 

Funding— The  TDA,  which  has  a  proven  track  record  of  promoting  exports 
and  jobs,  runs  out  of  funds  every  spring.   There  is  considerably  more  demand 
for  this  successful  program  than  there  are  resources. 

Coordination 

—  An  exporter  with  a  question  may  have  to  make  eight  or  ten  long- 
distance calls  to  Washington  before  fmding  the  correct  agency,  the  right 
program,  and  the  appropriate  staff  person. 

—  Interagency  coordination  is  sometimes  good,  sometimes  nonexistent. 
Each  agency  seems  to  do  its  own  specific  job,  yet  no  one  has  taken  full 
responsibility  for  project  life  cycles  and  follow-up  information.   We  are 
hopeful  that  the  TPCC  efforts  will  help  resolve  this  problem  and 
believe  that  public  input  to  the  TPCC  effort,  perhaps  through  a  special 
hearing  in  this  Committee,  is  necessary. 


The  two  overriding  factors  that  affect  the  ability  of  our  members  to  export  are 
information  and  finance  (including  tied  aid  subsidies  by  our  competitors).   It  is  not 
surprising,  therefore,  that  ETEC,  on  behalf  of  all  of  its  members,  asks— through  this 
Subcomminee— OPIC,  Eximbank,  the  Department  of  Commerce,  and  TDA  to  address  these 
issues. 

INFORMATION 

Firms  need  as  much  timely  information  as  possible  when  designing  an  export  strategy. 
Some  of  our  firms  want  lists  of  upcoming  projects,  large  polluters  in  given  countries,  or 
other  potential  customers.    Some  members  want  names  of  other  consultants,  regulators,  or 
potential  foreign  representatives.    Other  information  our  members  want  includes  information 
on  financing,  foreign  government  budgets,  regulations,  project  bidding  procedures,  and 
competitive  analysis.   A  thread  that  runs  through  all  of  our  responses  is  obtaining  specific 
adequate  information  on  which  to  make  intelligent,  competitive  business  decisions  on 
marketing,  investment,  and  sales. 

FINANCE 

The  second  overriding  factor  that  affects  the  environmental  business  community  is 
access  to  financing.   Two  immediately  identifiable  problems  in  this  area  are  the  shortage  of 
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affordable  long-term  ci^)ital  and  the  lack  of  dependable  flows  of  income  from  municipalities. 
The  environmental  industry  should  be  one  of  the  priorities  of  the  Government-wide  Strategic 
Export  Plan.   Financing  of  environmental  projects  and  equipment  carries  its  own  special 
conditions  and  impediments.   Other  international  coital  projects  that  create  an  income 
stream,  such  as  power  plants,  industrial  product  plants,  and  toll  roads,  arc  easier  to  finance 
because  the  cash  flow  helps  ensure  payback  of  the  loan.   Many  environmental  projects  that 
are  undertaken  simply  to  clean  up  industrial  pollution,  however,  may  be  more  problematic. 
It  is  important  that  Congress  and  these  agencies  woric  closely  with  commercial  and 
international  lending  institutions  to  develop  creative,  unique  financing  mechanisms  to  ensure 
that  these  projects  are  undertaken  and  completed. 

The  strength  and  experience  of  American  financial  institutions  is  needed  to  assist  the 
U.S.  environmental  exporter,  and  Government  must  support  American  exporters  in  the 
international  marketplace.   Congress  and  the  Administration,  in  consultation  with  the  private 
sector,  need  to  stimulate  the  U.S.  fmancial  industry  to  create  new  financial  sources  and 
mitigate  lenders'  financial  risk,  which  is  the  single  biggest  barrier  to  expanding  U.S. 
environmental  exports. 

A  number  of  proposals  from  members  of  Congress  and  the  private  sector  call  for 
solutions  to  what  we  have  been  referring  to  the  "mitigation  of  risk"  problem.    For  example, 
Mr.  Chairman,  last  year  you  led  efforts  to  pass  the  "Jobs  Through  Exports  Act,"  which 
established  a  capital  projects  fund  at  the  U.S.  Agency  for  International  Development  (AID). 
The  bill  was  signed  into  law  in  late  1992.   ETEC  strongly  supports  the  principles  of  this 
legislation.   Similarly,  the  efforts  of  Senators  Boren,  Byrd,  Baucus,  and  Lieberman  and 
former  Senator  (now  Secretary  of  the  Treasury)  Bentsen  brought  attention  to  the  "Aid  for 
Trade"  issues. 

U.S.  Trade  Representative  Mickey  Kantor's  proposal  to  create  innovate  financing 
techniques,  now  before  the  House  Committee  on  Ways  and  Means,  should  be  explored.   In 
its  report,  the  U.S.  Congress  Infrastructure  Investment  Commission  explores  how  to  bring 
new  financing  mechanisms  to  the  infrastructure.   The  Commission  "utilizes  leverage  by  a 
combination  of  risk  insurance,  reinsurance  credit  enhancement  and  subordinated  debt 
provisions."   The  feasibility  of  adapting  the  Commission's  suggestions  for  revitalizing 
America's  infrastructure  to  aiding  America's  environmental  exporters  should  be  investigated. 

Other  proposals  range  from  (1)  increasing  the  amount  of  capital  available  to  the 
Eximbank,  to  (2)  creating  new  municipal  finance  sources  to  issue  billions  of  dollars  in 
Federal  guarantees  to  sell  pollution-control  and  development  bonds,  to  (3)  a  reported 
Administration  plan  to  create  a  joint  agency  with  the  Mexican  Govermnent  that  would  issue 
between  $6  billion  and  $8  billion  in  bonds  to  finance  border  cleanup.   We  are  encouraged  by 
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these  signs  that  both  the  Congress  and  the  Administration  are  serious  about  supporting 
America's  environmental  technology  exporters.   We  trust  that  these  and  other  initiatives  will 
be  considered  expeditiously  and  that,  as  is  being  done  in  this  venue,  the  views  of  the 
exporting  community  will  be  solicited. 

How  can  these  four  agencies  better  reach  out  to  small-  and  medium-sized 
environmental  firms  in  the  U.S.  ? 

We  have  basically  responded  to  this  question  as  we  addressed  the  previous  questions. 
We  called  for: 

•  Better  information  and  better  information  dissemination 

•  Improved  financing  mechanisms. 

To  these  we  would  add: 

•  Coordination  of  Government  efforts 

•  Business/Government  cooperation 

•  Better  utilization  of  resources. 

Before  addressing  these  issues,  I  would  like  to  note  action  the  industry  itself  is  taking 
to  assist  small-  and  medium-sized  environmental  firms.   Many  such  firms  are  entering  into 
agreements  with  the  large  environmental  firms— to  the  benefit  of  all— to  be  able  to  offer  a 
more  complete  package  of  goods  and  services  on  the  international  market.   This  cooperation 
is  called  "bundling. "   We  suggest  that  the  agencies  investigate  how  they  might  encourage 
more  bundling. 

COORDINATION  OF  GOVERNMENT  EFFORTS 

Each  of  the  four  agencies  provides  valuable  services  to  the  exporting  community. 
However,  there  is  no  coordination  among  the  agencies  to  ensure  that  a  complete,  coherent, 
nonduplicative  set  of  services  is  available.   ETEC  would  like  to  see  more  communication  and 
cooperation  among  the  agencies;  such  cooperation  could  only  enhance  the  services  they 
already  provide. 

BUSINESS-GOVERNMENT  COOPERATION 

In  addition  to  seeking  better  coordination  among  Government  agencies,  ETEC  would 
encourage  more  and  better  cooperation  between  business  and  the  Government.   For  example, 
we  hope  that  a  mechanism  will  be  established  for  the  private  sector  to  have  an  input  into  the 
TPCC  process.    We  believe  that  the  private  sector  input  is  essential  to  the  design  of  the 
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national  export  strategy.    We  do  not  yet  know  the  details  of  the  TPCC  plan,  but  reemphazise 
the  importance  of  private  sector  input  and  respectfully  request  your  assistance  to  ensure  it. 

BETTER  UTILIZATION  OF  RESOURCES 

ETEC  believes  that  there  are  many  existing  public  and  private  sector  resources  that 
are  not  being  used  to  their  full  capability.   For  example,  through  its  unique  non-profit 
organization  of  private  sector  companies  and  National  Laboratories,  ETEC  could  provide  the 
TPCC  with  access  to  both  the  private  sector  and  the  National  Laboratories.    Conversely, 
TPCC  could  use  ETEC  to  provide  information  to  our  members  and  the  business  community. 

Another  example  of  how  the  business  and  Government  communities  can  cooperate  is  the 
development  and  use  of  a  Data  Network  Information  System  (DNIS)  for  International  Trade 
and  Finance  Information.   ETEC,  last  month,  made  arrangements  with  the  Supercomputer 
Center  at  University  of  CaUfomia  at  San  Diego,  the  largest  in  the  world,  to  create  a  DNIS. 

In  summary: 

•  Nearly  1,000  U.S.  firms  want  to  compete  in  the  growing  global 
market— expected  to  be  approximately  $500  billion  annually  by  2000— for 
environmental  technology  and  services. 

•  The  United  States  has  the  leading  technology  and  American  firms  are  currently 
world  leaders  in  this  market. 

•  To  remain  competitive  and  to  maintain  our  leadership  position,  business  and 
Government  must  work  together. 

•  American  environmental  firms  look  to  the  relevant  Federal  agencies  for  more 
accurate  and  more  timely  information. 

•  American  environmental  firms  wish  to  work  with  Government  and  private 
financial  institutions  to  develop  innovative  financing  mechanisms  to  mitigate 
risk. 

•  We  look  for  better  coordination  of  Federal  programs,  greater  public-private 
sector  cooperation,  and  better  utilization  of  existing  resources. 

Together,  we  can  ensure  that  America's  environmental  technology  and  services 
remain  the  best  in  the  world  and  that  serve  the  worid.    Environmental  technology  is  no 
longer  a  luxury.   It  prevents  plagues,  mutations,  cancers,  and  other  life-threatening 
conditions. 

Mr.  Chainnan.  I  want  to  reiterate  how  much  ETEC  appreciates  the  opportunity  to 
present  its  views  before  this  Subcommittee.    ETEC's  members  have  worked  with  staff  of 
many  of  the  agencies  reviewed  here  today.   We  compliment  them  for  their  work  and  express 
appreciation  to  this  Committee  for  its  thoughtful  oversight  of  these  programs.    We  will 
continue  to  work  closely  with  you  and  other  memben  of  this  Subcommittee  and  the  Congress 
to  share  our  ideas,  our  problems,  and  our  experience  in  exporting  environmental 
technologies.   We  look  forward  to  your  continued  success  in  making  these  agencies  effective 
champions  for  American  business. 
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